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NEWSPRINT STUDY 


MONDAY, FEBRUARY 18, 1957 


House or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
Washington, D. C. 

The committee met, pursuant to call, at 10:30 a. m., in room 1330, 
New House Office Building, Hon. Oren Harris (chairman) presiding. 

The Cuarrman. The committee will please come to order. 

One of the most important problems this committee has affecting 
the great and vital industry of this Nation and thus the general public 
is the availability of newsprint. It is a continuing problem. It ap- 
pears to be met very slowly—in fact, from the information we have 
it is a difficult problem to approach. 

The chairman appreciates the attendance here this Monday morn- 
ing, as he recognizes the importance of Monday morning to the mem- 
bers and others as far as the business of their offices are concerned. 

But since newsprint has been a continuing problem so far as the 
committee is concerned, we thought it advisable to have this meeting 
today in order that we could start early in this session looking into 
this matter with a view of trying to come to some resolution or at 
least providing the Congress with as much information as we can 
during this session. 

The committee, in recognizing the importance of newsprint, has 
invited before it today the Administrator, Business and Defense 
Services Administration, United States Department of Commerce, 
for a presentation of the current newspring information and the 
outlook for 1957. 

This is the third in the series of hearings which the committee is 
having with the departments, commissions, and agencies over which 
the committee has legislative jurisdiction. It is a part of our program 
to have each of these agencies before us, at the outset to explain their 
problems or their work and make such reports as they may have, 
together with such recommendations as they have to make. 

Of our committee’s longstanding and continuing interest in the 
subject of newsprint, I do not need here to comment at length today. 

I might say from my own personal standpoint that for years I have 
given attention to this, as I am sure that the other members of the 
committee have, and we might express some disappointment that we 
have not been able to meet the problem here in our own country to a 
much greater extent than we have to date. 

For many years we have given a great deal of consideration to the 
problems involved in an adequate supply of newsprint for the needs 
of our publications. While I understand that the situation today 
does not look as serious in the immediate future as it did a year ago, 
nevertheless there still is a grave question as to whether there is any 
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assurance that newsprint users in the longer term future will get all 
of the newsprint that they wish or need. 

During the last few Congresses—and in fact over several Con- 
gresses—this committee has examined into the availability of supplies, 
the prospective demands for newsprint, the possibilities of expanding 
newsprint manufacturing facilities, and the possibilities of securing 
additional production from existing mills. In this connection, also, 
the committee has given attention tothe potentialities of increased 
production outside of the 48 States themselves, giving much thought 
to Alaska, Canada, Latin America, and elsewhere, and to the produc- 
tion of newsprint by utilizing materials other than w oodpulp. 

Today, we are proposing to develop the broad picture as it now exists 
and receive an indication of the factors which may bear adversely upon 
adequate supplies in the future. From such broad survey, we shall 
be able to determine the extent to which further attention on specific 
items may be warranted at this time and in the near future. 

In our examination into the field of newsprint, we have had the 
fullest cooperation and assistance from the staff of the Forest Products 
Division and from Mr. Horace B. McCoy, who is Administrator of 
the Business and Defense Services Administration, both in their 
present capacities and in their prior relationships under the National 
Production Authority. 

We are glad to have his reappearance today, in order to have him 
apprise us of what the situation is. 

I might say that I received a wire from the manager of the National 
Association of Newspaper Publishers, Mr. Cranston Williams, advising 
that he could not be here today on behalf of that association—or 
tomorrow. In fact, he did not give any indication when he could 
be here. 

It will be the purpose of the committee to contact him and the 
association again in the near future, because we desire to have com- 
plete and full cooperation from the industry. It is going to be our 
purpose to try to get more information or suggestions and advice 
from the industry as to how this problem can be met in this country 
during this session. 

Before you begin, Mr. McCoy, I think it would be appropriate if 
you would present to the committee the associates that you are bring- 
ing here with you today in order that the record may show just who 1s 
with you and the part that they perhaps will play in the explanation 
of the problems that you are presenting to us. 
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STATEMENT OF HORACE B. McCOY, ADMINISTRATOR; FRED W. 
MEARS, ASSISTANT ADMINISTRATOR; BURT W. ROPER, COUN- 
SEL; W. L. NEUBRECH, ASSISTANT DIRECTOR, PULP, PAPER 
AND PAPERBOARD SUBDIVISION, FOREST PRODUCTS DIVI- 
SION; JAMES OWENS, DEPUTY DIRECTOR, FOREST PRODUCTS 
DIVISION; HORACE HART, ASSISTANT DIRECTOR, PRINTING 
AND PUBLISHING SUBDIVISION; AND WALLACE PEDERSON, 
PROGRAM EXECUTIVE FOR PAPER, FOREST PRODUCTS DIVI- 
SION, BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 
DEPARTMENT OF COMMERCE 


Mr. McCoy. It is a pleasure to be back with the committee again. 

Those with me this morning are: Mr. Fred W. Mears, Assistant 
Administrator; Mr. Burt W. Roper, counsel; Mr. W. L. Neubrech, 
who is a member of the staff of the Forest Products Division; Mr. 
Horace Hart and Mr. Wallace Pederson, also members of the staff 
of Forest Products Division, and Mr. James Owens, who is Deputy 
Director, Forest Products Division. 

The CHarrman. I might say, Mr. McCoy, to emphasize the im- 
portance of the newsprint problem and the attention that is given to 
it by the Members of Congress, when we had our resolution up for 
consideration in the House a few days ago, this subject came in for 
special discussion. There was a great deal of interest ty the Members 
of the Congress on the floor of the House. And as I understand there 
are other committees of the Congress that are also tremendously 
interested in this subject and in knowing how it might be met. 

I mention that in order that you may know, if you do not already, 
that there is tremendous interest here and elsewhere in this problem 

Mr. McCoy. Mr. Chairman, it seems to me that Congress has been 
interested in this newsprint problem for a great many years. 

The Cuarrman. And also the newspapers. 

Mr. McCoy. Yes, sir. 

I have a prepared statement, Mr. Chairman, which, with your per- 
mission, I would like to read to you. 

The CHarrMan. Very well, you may proceed. 

Mr. McCoy. Mr. Chairman and members of the committee, the 
general subject of newsprint supply and demand has been a matter of 
interest to several congressional committees over a period of many 
years. Going back to 1950 we find that the Department of Com- 
merce presente -d a lengthy statement on newsprint paper supply and 
consumption of U nited States and principal foreign countries to the 
House Committee on the Judiciary. That particular study incor- 
porated all available historic data going back as far as 1899. In 1952 
the Department of Commerce submitted a detailed study of news- 
print expansion to the Committee on the Judiciary, House of Repre- 
sentatives. This particular report included information on availa- 
bility of timber for newsprint as well as a detailed assembly of informa- 
tion on availability of timber for newsprint as well as a detailed 
assembly of information concerning bagasse as a raw material for 
newsprint. 

In 1954 the Department prepared a study on the subject, ““News- 
print Production From Hardwood.” This rather elaborate study 
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brought together a vast array of domestic and foreign information on 
processes and methods of manufacturing hardwood species into 
suitable wood pulp for use in paper and paperboard, with particular 
emphasis on newsprint. 

In early 1955 the Department prepared a summary statement of 
the current and near future newsprint situation for this committee. 

During 1955 and 1956 both your committee and the Committee 
on Banking and Currency of the United States Senate requested 
reports from the Department of Commerce on the prevailing news- 
et supply situation. In January 1956 a ‘Preliminary Report— 

ewsprint Production and Supply” was submitted to both committees. 
This study attempted to estimate supply and world demand for 
1956-58, with separate estimates for United States production, imports, 
exports, and consumption for these same years. 

During the year 1956 the Department of Commerce submitted to 
your committee five supplemental reports on the newsprint situation. 
The last Supplemental Report, No. 5, was submitted late in December 
1956 and included estimates of 1956 and 1957 newsprint supply and 
consumption based upon 10 months’ data for 1956. 

The above résumé covering the past 7 years indicates that the 
Department of Commerce provided comprehensive, factual informa- 
tion in this field helpful not alone to congressional committees but 
also to private industry. 

We believe that this material on newsprint prepared by the Depart- 
ment of Commerce has contributed, in some ts to the very rapid 
increase in the production of newsprint in the United States during 
these past several years. The use of hardwoods in pulp and paper 
manufacture in this country has grown rapidly. One large United 
States manufacturer pioneered in the use of hardwood and has in- 
stalled two new paper machines within the past 3 years to manufacture 
newsprint, and uses hardwood pulp extensively in the process. Other 
newsprint mills, including some of the Canadian mills, are also using 
large quantities of certain species of hardwoods. While the produc- 
tion of newsprint from bagasse in the United States generally is con- 
sidered to be uneconomic at the present time, one comparatively 
small new mill, the Valentine Pulp & Paper Co., was built at Lock- 

ort, La., in 1954 to pulp bagasse for the production of newsprint. 
ome of the production of this mill has been of a grade of paper similar 
to standard newsprint and has been used by some southern news- 
papers. While this mill continues in operation, it is not producing 

newsprint, but other grades of printing papers. In certain other 
countries where economic conditions warrant, a considerable percent- 
age of bagasse pulp is used in production of paper. 

Mr. Wiuurams. Mr. Chairman, at that point, may I ask the gentle- 
man a question? 

The Cuarrman. Mr. Williams. 

Mr. Wixurams. I notice you stress the use of hardwood here in 
your statement. 

Mr. McCoy. Yes, sir. 

Mr. Wixurams. What is the wood that is best for producing paper, 
making paper; hardwood, or pine, or what? 

Mr. McCoy. Well, I will have to ask one of the experts. 

Mr. WituiaMs. I notice that you have stressed the use of hard- 
woods. 
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Mr. McCoy. I will have to ask one of the experts on that technical 
point. 

Up until recently, or shall I say the last few years 

Mr. Wiliams. I want you to understand that I know absolutely 
nothing about papermaking. 

Mr. McCoy. Newsprint was made from one of the coniferous 
woods. 

I will ask one of the experts to give you definite information on 
that. It was made from one of the coniferous woods as contrasted 
with the so-called hardwoods. 

May I ask Mr. Neubrech to explain the difference between those? 

Mr. WiuraMs. Yes. 

Mr. Nevuprecn. It was in other words made from pine, or fir, as 
contrasted with hardwoods like beech, maple, gum, and so forth. The 
new processes have permitted the use of hardwoods of different kinds 
for different kinds of paper and they were not put into newsprint until 
about 5 years ago, or so. Up to that time we had depended upon the 
coniferous trees for newsprint. 

Mr, O’Hara. The use of hardwoods required a different process, I 
presume. 

Mr. Neusprecu. That is correct. A new type, a chemical process. 

Mr. Rosperts. May I ask the gentleman a question? 

The CHarrMan. Yes. 

Mr. Roserts. Until this new process came along it was not possible 
to use the southern pines; was it? 

Mr. Neuprecu. Because of the pitch problem and other types of 
problems. That was overcome, though, 15 or 18 years ago. We have 
a couple ef newsprint mills in the South which have been there for 
about 10 or 15 years. One is in Texas. 

Mr. Roserts. And the other happens to be in my district. 

Mr. Neusrecu. That is correct. 

The CuarrMAN. Well, I take it we do not want to be interrupting 
the witness until he has completed his statement. I think it was all 
right to develop those two points. But do you not have another mill 
at Calhoun, Tenn.? 

Mr. Nevusrecu. That is correct. 

The Cuatrman. And that is for use of softwood, too? 

Mr. Neusrecu. That is correct. 

Mr. O’Hara. Mr. Chairman, I do not want to interrupt the gentle- 
man, but before he starts again may I ask: Does your statement 
include the number of mills we have in this country as well as those 
on the borderline of Canada? I am thinking of the Ontario Paper 
Co., which is right on the border. I think part of it is in the United 
States and part of it is in Canada. It is right on the border at Inter- 
national Falls. I was wondering if your statement gives us some 
picture of the American paper mills plus what information we have 
on the Canadian mills. 

I do not want to interrupt you at this time, though I want to raise 
that question. 

Mr. McCoy. The statement includes in general summarization of 
the United States production and the Canadian production, but does 
not identify the individual paper mills, either in this country or in 
Canada. 
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Over a period of many years there has been considerable research 
on the possible utilization of wastepaper in the production of news- 
print. About 1951 two domestic companies received tax amortiza- 
tion certificates for newsprint mills using wastepaper but the certifi- 
cates were canceled as the companies did not proceed with their 
plans. To date it appears that no process for the production of news- 
print largely from wastepaper has been found competitive with or 
comparable to newsprint manufactured from primary wood fiber. 
However, at the present time the Newark News, Newark, N. J., has 
underway plans to build a newsprint mill utilizing returns; that i is, 
unsold newspapers, to be built near metropolitan New York. 

In February 1956 the Department of Commerce submitted to your 
committee Supplemental Report No. 1, ‘‘Newsprint From De-Inked 
Paper,” which was a summarization of tests made at the New York 
State College of Forestry, Syracuse, N. Y., in January 1956, relative 
to the process developed by Mr. Richard B. Seudder, publisher of the 
Newark News. During this past year trade reports indicate that Mr. 
Scudder has arranged for a plant site but actual construction of the 
mill has not yet started. 

While substantial quantities of secondary fibers such as w astepaper 
rags, bagasse, and straw are used in the manufacture of various paper 
and board products, the production of newsprint in the United States 
and Canada at the present time is entirely from virgin woodpulp. 

The Forest Service, Department of Agriculture, supplied a sum- 
mary statement on timber supplies for newsprint production in the 
United States which appeared in our report to your committee, sub- 
mitted on January 10, 1956. The Forest Service stated in part: 

With present trends in forestry, existing supplies of standing timber in the 
United States plus prospective growth appear adequate to supply increased de- 


mands for pulp and paper as well as modest increases in demand for other forest 
products over the next few decades. 


NEWSPRINT EXPANSION GOALS 


The 1952 expansion goal program authorized by the Office of 
Defense Mobilization in conformity with the Defense Production Act 
established a United States newsprint expansion goal of 494,000 tons 
by January 1, 1956. Nine domestic companies received tax amortiza- 
tion certificates under this expansion goal. The total tonnage in- 
volved amounted to 571,000 tons. The excess over the program 
level of 494,000 tons was due to the final tax amortization certificate 
granted for building a 155,000-ton mill near Juneau, Alaska. 

Two companies returned their tax amortization certificates, which 
covered 16,000 tons. Actual capacity expansion to date under this 
494,000 ton goal has thus amounted to 400,000 tons. 

Alaska is frequently mentioned as a site for new newsprint mills. 
In addition to large pulpwood timber resources, Alaska has the poten- 
tial for the development of adequate hydroelectric power. ‘There is 
also an abundance of pure, fresh water for processing purposes. 
Harbor and port facilities for coastal, intercoastal, or transocean 
shipping are feasible. On the other hand, labor costs, construction 
costs, and shipping costs in Alaska are higher than in the Pacific 
Northwest of the United States, or in western British Columbia. 

The Georgia-Pacific Corp. received a preliminary Alaskan timber 
award from the United States Forest Service in 1955. This company 
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also received a tax amortization certificate in 1953 for the construc- 
tion of a large 500-ton daily capacity newsprint mill in Alaska. In 
late 1956 this company was given an extension of time for their 
certificate by the Office of Defense Mobilization, through August 1957. 
To date no actual construction has been initiated. 

Mr. Fiynt. Mr. Chairman, may I interrupt the gentleman, Mr. 
McCoy, there for a moment? 

The CHarrMan. Yes. 

Mr. Fiynt. On Wednesday of last week, I was with a gentleman 
associated with the Georgia-Pacific Corp. on a television program at 
Savannah, Ga. After the program had been completed, we discussed 
this, and they are very much interested and they hope that their plans 
will materialize. 

I am glad that you included that in your statement. 

Mr. McCoy. At the present time there are no paper mills in Alaska. 
However, there is one pulp manufacturer. The Ketchikan Pulp Co., 
Ketchikan, Alaska, completed construction and started operation in 
1954 of a large new mill capable of producing 400 tons per day of dis- 
solving wood pulp. This grade of pulp goes largely into such uses as 
rayon, acetate, cellophane, and plastics. Newsprint, as you know, 
requires largely groundwood pulp which consumes large quantities of 
power. 

SUPPLY 


Total United States newsprint capacity has risen from 1,050,000 
tons in 1951 to 1,540,000 tons in 1955, an increase of 490,000 tons, or 
about 50 percent. 

During the year 1956 it is estimated that United States newsprint 
capacity increased by about an additional 140,000 tons over 1955, to 
1,680,000 tons. Thus, during the past 5 years, domestic newsprint 
capacity has increased approximately 630,000 tons. Actual domestic 
production in 1956 was 1,615,349 tons, somewhat under rated capacity 
but 10.7 percent over actual performance in the previous year. 

During 1957-58 and 1959 a preliminary estimate indicates a further 
addition to United States newsprint rated capacity of over 700,000 
tons, bringing total United States rated capacity to about 2,400,000 
tons by the end of 1959. Between 1950 and 1959 about a quarter 
billion dollars will have been invested in the United States by private 
industry in new plants and equipment for the production of newsprint. 

Mr. Chairman, we have brought along a chart which gives a quick 
pictorial view to the supply situation in the United States of newsprint 
from, roughly, the year 1915 through 1956. 

The blue line includes the total new supply. The dotted line is the 
United States importation from Canada, including that from other 
lands. The red line is United States production. 

The bottom line represents United States imports from sources 
other than Canada. 

_ It is very obvious that the principal imports, of course, are from 
Canada. 

The United States total supply, of course, has been increasing quite 
rapidly in the last few years and we have indicated here, we have 
increased about 50 percent in capacity from 1950 to 1956. Other 
increases are coming in or are scheduled tor 1957. 

Mr. O’Hara. At that point, would you mind telling us: Are we 
still importing newsprint or pulp from Sweden? 
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Mr. McCoy. To some extent we are importing newsprint. I am 
not sure about foreign pulp for newsprint. 

Mr. Neusrecu. We are importing a substantial quantity of pulp. 
That is not going into newsprint. It is going into other paper. 

Mr. O’Hara. They sort of priced themselves out of the market at 
one time, did they not? 

Mr. McCoy. The prices got very high during the Korean period for 
pulp. As Mr. Neubrech has indicated, our importation of pulp from 
countries other than Canada is largely for other purposes. 

Mr. Nevusreca. It is not commercially feasible to ship pulp for 
the manufacture of newsprint. They have to make that in the loca- 
tion of the paper mill. 

Mr. O’Hara. Do we import from any other Scandinavian country? 

Mr. McCoy. Some might come from other countries, but in very 
minor quantity as indicated by Mr. Neubrech. 

Mr. Friynt. Mr. Chairman. 

The CuarrmMan. Mr. Flynt. 

Mr. Fiynt. Mr. MeCoy, I would like to ask you, if I may at this 
point, in your opinion is this new increase in America and Alaska pro- 
duction essential and necessary if we are to keep pace with the demand 
for this newsprint? 

Mr. McCoy. There is no question about it. It is essential to meet 
our growing needs for newsprint in the United States. 

Mr. Fiynr. Are you prepared to state whether, in your opinion, 
the recent action of the Federal Reserve Board in the new hard money 
policy will be a deterrent to, or a further deterrent to the newsprint 
industry in this country? 

Mr. McCoy. Mr. Congressman, I have no judgment on that matter 
at this moment. I have never given it any study or thought, as to 
the effect of the interest rates on new capital investment of these corpo- 
rations. 

Mr. Fiynrt. All right, sir. Let us go back again to the Georgia- 
Pacific Corp., which I referred to a few moments ago, or on which | 
commented. 

Is it your understanding that recently no actual construction or no 
firm plans have been made because of the unavailability of investment 
capital for this purpose? 

Mr. McCoy. Well, sir, I have not been in any personal discussion 
with the executives of that company with respect to what has delayed 
their project. Perhaps some of my associates may have discussed it 
with them, but I do not know. 

Mr. Fiynr. Could you supply that information for the record? 

Mr. McCoy. That would be an opinion from the management of 
that company as to the problems involved in financing their enter- 
prise. I would only be able to report what they would tell us. 

Mr. Frynt. Well, all right. I would like to state in my opinion, 
from what little I know about it, that the recent policies of the Federal 
Reserve Board will contribute largely to the delay or possible cessation 
of plans for expanding their industry. 

Mr. O’Hara. Will the gentleman yield? 

Mr. Fuynt. Yes; 1 will yield to the gentleman. 

Mr. O’Hara. It is obvious that they had an easy money condition 
for some time, for some considerable time, and did not do much about 
it. That is shown from the statement that Mr. McCoy gave as to 
the amortization plans that some of these companies had in Alaska. 
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Mr. Fiynr. Except the fact that they have been working on this 
continuously, and I was just wondering if maybe they were not almost 
in & position to do something when their plans were interrupted by the 
nonavailability of investment capital, which as I understand has 
already been made more unavailable than it was as a result of the 
Federal Reserve Board action or policy. 

The CHarrMan. I wonder if we could not let Mr. McCoy continue 
and complete his statement. I think we would have a more complete 
picture if he were permitted to complete his statement at this time. 

Mr. Dince.u. I would like to ask a question. 

The CuarrMan. I think it would be well to have the whole picture 
before us. 

Mr. Dince.t. I just want to get a comparison between the demand 
curve there and its relation to the blue line showing the total supply. 
I just wonder how the demand curve would compare with the blue 
line. 

Mr. McCoy. I think that I bring that out a little later on. 

The CHarrMan. Mr. McCoy discusses that in his statement, as I 
get it-from looking through it. 

Mr. McCoy. Yes, sir. 

CONSUMPTION 


United States newsprint consumption reached an unprecedented 
volume of 6,484,000 tons in 1955 and another new high of an esti- 
mated 6,800,000 tons in 1956. More might have been consumed dur- 
ing 1955 and the first half of 1956 had the newsprint been available. 

According to the American Newspaper Publishers Association, 
publishers’ inventories were depleted during 1955 to a November low 
of 27 days’ supply, or 408,207 tons, which, from the publishers’ view- 
point, is dangerously low. The production facilities of a newspaper 
are flexible and susceptible to prompt expansion, but a newspaper 
does not carry on a day-to-day operation at full press capacity. Re- 
serve capacity must be maintained to meet sudden upsweeps in de- 
mand. For the same reason, a newsprint reserve also must be main- 
tained. The publisher endeavors to do this by long-term contracts 
and by maintaining approximately a 45-dey inventory as a cushion 
against strikes, fires, or any unexpected interruption in delivery. 

At the beginning of 1956, despite the fact that many newsprint mills 
were straining their operations to exceed previously demonstrated ca- 
pacity, many publishers were faced with unanticipaied requirements, 
delays in deliveries, and contract cutbacks, and considered it neces- 
sary to enter the spot market at prices ranging substentially above 
North American contract prices. A situation of this type has a 
tendency to discourage the establishment of new newspapers. 

According to the American Newspaper Publishers Association: 
Around 180,000 tons of newsprint were attracted to this United States 
spot market from England, France, Austria, Italy, West Germany, 
and Japan. Another 75,000 tons were sold in the spot market by 
paper mills that do not normally produce newsprint. Other tonnages 
were diverted to the spot market by export agencies and paper mer- 
chants. The association estimated that approximately 400,000 tons 
of newsprint were sold in the United States spot market in 1956 above 
contract prices. There are no Government statistics showing spot 
market tonnage versus contract tonnage. 
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Although the larger metropolitan newspapers consume the major 
share of the newsprint used, smaller publishers frequently feel the 
fluctuations in the supply-demand situation as much or even more. 

During 1955 and the first half of 1956 the Department of Commerce 
received through Members of Congress and direct from publishers, 
requests for assistance in obtaining newsprint. Through the coopera- 
tion of the American Newspaper Publishers Association and various 
State publishers’ associations, arrangements were made to assist any 
established newspaper that might be facing suspension of publication 
because of delays in shipment of newsprint or other unforeseen emer- 
gencies. During the last half of 1956 the newsprint situation appeared 
to have eased. Inventories, as reported by the American Newspaper 
Publishers Association, increased to 585,611 tons, or 44 days’ supply 
in December, an increase of 177,404 tons over the 34 days’ supply 
reported for December 1955. No requests for assistance have been 
received in recent months. Imports attracted by spot market prices 
have declined in the last half of 1956. The position at the end of 1956 
seemed to be in fairly close balance. 

The 1957 outlook is for a continued high level of business activity. 
An increase in newspaper advertising volume is indicated for the 
year, with a corresponding rise in newsprint consumption to around 
7 million tons. 


PRICE 


Newsprint, similar to cotton, wool, and coffee, or tin and copper, 
is an important commodity in international trade. In 1955 there 
was a world newsprint production of 12.7 million tons. Canada led 
with a production of 6.2 million tons, followed by the United States 
with an output of 1.5 million tons. A number of other countries 
are also significant producers, such as the United Kingdom, Finland, 
Japan, France, Sweden, and others. 

During 1955 the United States consumed 6.5 million tons. Even 
though the United States is by far the major single consumer in the 
world, other countries account for about one-half of the total demand. 
This situation would seem to us to reflect that the relative balance 
between world supply and demand would have a general bearing 
upon the newsprint price structure. 

According to items appearing in the daily press, various percentage 
increases of the present price of newsprint compared to the earlier 
years have been cited. 

Comparing the Bureau of Labor Statistics December 1956 average 
United States price of $130 per ton with the low point of 1934 of 
$40 per ton would show an increase of 228 percent over a period of 
22 years. However, if one wished to compare the present price with 
that in 1920 of $112.60, the increase would be 16 percent over a 
period of 36 years. 

We would agree that it would be most difficult to decide when the 
price of newsprint in some earlier years could be considered to be fair 
and equitable in all respects. It should be noted, however, that from 
around 1924 to 1927 the price appeared to be fairly stable and ranged 
between about $72 and $81 per ton. A comparison of prices through 
the years is very much dependent upon the base year chosen. Until 
a few years ago the Bureau of Labor Statistics, U nited States Depart- 
ment of Labor, compiled all their price indexes on a 1926 basis. Appar- 
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ently the BLS considered 1926 to be a fairly good year of general 
stability in supply-demand relationships and in price relationships. 
On this assumption it is interesting to note that using the BLS price 
index data and comparing December 1956—latest figure available— 
on a 1926 index basis equaling 100, newsprint has increased about 
80 percent. The average of all commodities as well as the average 
of all commodities except farm and food, has increased about 81 
percent. The total pulp, paper, and pr oducts group (including news- 
print) has increased during this same period 109 percent. 

Now comparing the December BLS price index data on the BLS 
index of 1947-49 equals 100, it is indicated that newsprint has in- 
creased 36 percent against a gain of 16 percent for all commodities 
and a gain of 24 percent for all commodities except farm and food. 
The pulp, paper, and products group as a whole increased 28 percent 
in this period. 

Since December 31, 1956, the majority of United States and 
Canadian companies have announced an increase in the price of 
newsprint of $4 per ton effective March 1, 1957. 

Mr. Chairman, I have a chart here which indicates these indices 
I have just cited. 

The CHatrmMan. Mr. Dingell, you wanted an answer to the question 
you brought up a minute ago. Before this chart is taken away, I 
think now that Mr. Dingell’s question should be answered. 

Mr. McCoy. Oh, we can refer to it. 

The CHatrMAN. What was your question, Mr. Dingell? 

Mr. Drvcexu. I had just that one question whic h I wanted an- 
swered. I would like to know how the total demand line compares 
with the total supply. 

Mr. McCoy. Well, in 1955, we consumed in the United States 6.5 
million tons, which would come in about here. The other relation 
between the total supply and consumption line would come in about 
here [indicating on chart]. The United States consumption is about 
the same as you see it there, except for a certain amount such as 
changes in inventories, and small amounts here. 

Now in the demand curve, that is something different. Obviously, 
the demand curve, if you consider the total supply line, and consider- 
ing the changes in inventories, the demand curve might go ahead of 
the supply, which we felt it had perhaps in 1955 and early in 1956. 
But we have not endeavored to give the demand curve here, because 
that is highly speculative as to how much the demand really was in 
excess of the supply. 

The CuarrmMan. Mr. McCoy, I think it should be noted that that 
chart covers the period of time from 1915 to 1956. 

Mr. McCoy. Yes, sir. 

Mr. Loser. Mr. Chairman. 

The CHarrMAN. Mr. Loser. 

Mr. Loser. Mr. Chairman, I think that the report shows, and this 
gentleman will say, that the total supply for 1957 will exceed the 
demand. Is that correct? 

Mr. McCoy. We stated that the supply will slightly exceed the 
demand in 1957. 

Mr. Dineeut. Mr. Chairman, I appreciate that. I am going to 
permit the witness to proceed. I will return to my questions at a 
little later time. 
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Mr. Wiutiams. Mr. Chairman, 

The Cuarrman. Mr. Williams, 

Mr. Wiiuirams. One more question along those lines. 

Did I understand you to say in your statement somewhere that at 
the present time there is an estimate of 44 days’ supply on hand, and 
somewhere else in your statement you mentioned 45 days was the 
normal amount of reserves the newspapers like to keep in stock? Is 
that just about the difference, that 1 day’s difference in there between 
the amount on hand and the demand? 

Mr. McCoy. As I stated, 45 days’ supply is considered to be a 
working inventory by most of the newspapers; ves, sir. 

Mr. Wrunrams. And the new spapers have about a 44-days’ supply 
on hand? 

Mr. McCoy. Well, it is very near normal. 

Mr. Moss. Mr. Chairman? 

The Cuarrman. Mr. Moss. 

Mr. Moss. I have just one question in connection with your chart. 
You have the total new supply. Is that total new supply, or the 
normal amount? 

Mr. McCoy. That is the total of all supplies. That “new” there 
may be alittle confusing. In reality, that is the total supply available 
to the United States. 

Mr. Chairman, I would like to show this chart, which will illus- 
trate— 

The CuarrMAN. Let those charts go into the record, if you can 
supply copies for the record. 

(The charts referred to are as follows:) 


NEWSPRINT PAPER: UNITED STATES SUPPLY AND SOURCES 
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NEWSPRINT— AVERAGE U. S. CONTRACT PRICES 
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Mr. McCoy. This is a chart showing the price situation over the 
period of time. 

You will note that I refer to the very high prices in 1920, then a de- 
clining price through to 1934 and 1935, and then upwards, continuing 
on through the balance of the time. 

Using the price indexes, over here is December 1956. That is the 
present price or the indicated price of newsprint. That is $130 a ton, 
an increase of about 16 percent over 1920. 

Now the figures are available on all commodities and using the same 
price over 1926 there is an increase of 80 percent, with an 81 percent 
increase for all commodities, except farm and food. 

The 1934 prices, obviously, if compared to 1956 would indicate a 
1956 price of 228 percent increase, whereas with all the commodities it 
is 143. 1934, however, was an abnormally low price for newsprint. 

The 1947-49 indexes, which we use generally today as a fair and cur- 
rent index—the price of newsprint, December 1956, shows an increase 
of 36 percent, with all commodities, 25 percent. 


CONCLUSIONS 


We expect that during 1957 additional newsprint capacity will come 
into production in the United States so as to bring total rated capacity 
for the year to about 1,960,000 tons. Allowing for uncertainties in 
production start-ups of new capacities, it may be conservatively 
estimated that United States production in 1957 will total 1,850,000 
tons. After allowing for estimated exports for 1957 of about 150,000 
tons, a balance of 1,700,000 tons should be available for United States 
consumers. Import availability from Canada is indicated to be at 
least 5,300,000 tons, and from overseas sources, about 125,000 tons. 


90129—58 
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Adding expected United States production available to the United 
States consumers with estimated import supplies, the result is a 
total availability of about 7,125,000 tons. 

These figures indicate that for the year 1957 there should be an 
availability of newsprint to the United States consumers of about 
125,000 tons in excess of estimated consumption needs. 

We realize that the above statistical comparison of estimated supply 
with estimated demand shows a comparatively close balance. How- 
ever, we feel that Canadian mills could supply an additional quantity 
to the United States market of as much as 100,000 tons or more than 
our estimates indicated above. We believe this to be possible because 
in periods of strong demand, such as in 1955 and 1956, the Canadian 
industry has produced from 125,000 to 250,000 tons more than their 
rated capacity at the beginning of the year. Furthermore, advice 
received from the American Embassy in London as of February 8, 
1957, indicated that because of the prevailing economic situation in 
the United Kingdom, 1957 British newsprint consumption is not ex- 
pected to increase over that of 1956, and imports from Canada will 
probably remain at about 400,000 tons, the same as in 1956. This 
may allow a diversion of about 60,000 tons additional Canadian news- 
print to the United States in 1957. 


SUPPLY-DEMAND STUDY 


We are glad to advise that as a result of a 1956 request from your 
Subcommittee on Commerce and Finance, we have a comprehensive 
and detailed study well underway, analyzing projected demands for 
the various major grades of paper and paperboard, including news- 
print, to the year 1965. We expect to include a new, up-to-date capac- 
ity survey being made jointly by the American Paper and Pulp Asso- 
ciation and the National Paperboard Association. This new capacity 
study requested the mills to report in terms of full practical potential 
capacity and will make available to the Department of Commerce 
capacity estimates by major grades, including newsprint, for 1957, 
1958, and 1959. 

Further in connection with this particular study, we have obtained 
the assistance of the Foreign Service posts throughout the world in a 
new, up-to-date world newsprint survey covering estimates of capacity, 
production, and consumption throughout the world for the years 1957, 
1958, and 1959. We know that your committee recognizes the im- 
portance of analyzing the world situation for newsprint, since foreign 
country demands upon North American supply could easily cause 
disturbance to United States consumers. 

In order to make this new report of the greatest possible practical 
value to the Congress as well as to the industry itself, we have estab- 
lished two Industry Advisory Committees: (1) a Pulp, Paper and 
Board Producers Supply-Demand Industry Advisory Committee, and 
(2) a Pulp, Paper and Board Industrial Consumers Supply-Demand 
Industry Advisory Committee. We plan to review the preliminary 
draft of our new report with these two committees separately so 
as to obtain from both producers and consumers their practical 
views on the statistical findings of this report before it is put into 
final form and submitted to the Congress. The Consumers Com- 
mittee, incidentally, will include representatives from all branches 
of the printing and publishing industry, including newspapers. 
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This report has been underway for several months, but only now 
are certain data and basic information, necessary for the compilation 
of the report, coming to hand. ‘The report should be completed and 
submitted to you within the next 60 or 90 days. 

Thank you. 

The Cuarrman. Mr. McCoy, we thank you very much and we 
certainly will be looking forward to the receipt of the report, to which 
you have referred, with a great deal of interest and anticipation. 

That concludes your statement, does it not? 

Mr. McCoy. Yes, sir, Mr. Chairman, 

The CHarRMAN. Any questions? 

Mr. Wiuturams. Mr. Chairman? 

The CHarrman. Mr. Williams, 

Mr. Wiutiams. Mr. McCoy, I assume according to your statement 
that under the current conditions the situation has eased considerably 
from the condition during the years 1951, 1952, and 1953 and along 
there. 

Mr. McCoy. Yes, sir, it has. Of course, we have increased in 
newsprint capacity both in the United States and elsewhere in that 
period. 

We generally hear very promptly from the consumers of newsprint 
when there is an inadequate supply or appears to be an inadequat 
supply. As I indicated, we have not received any request for assist- 
ance or anything indicating that there is a deficit in the supply in the 
last few months. 

Mr. Wiuuiams. You have not had anything indicating that there is 
an emergency existing? 

Mr. McCoy. I would not say so at the present time. 

Of course, the situation, as you know, changes. Newsprint capacity 
has not always been considered equal to demand. But in that respect 
it is not any different than with some other major commodities for 
which at times the demand exceeds the supply. 

Mr. O’Hara. Mr. Chairman? 

The Cuarrman. Mr. O’Hara. 

Mr. O’Hara. Mr. McCoy, I must comment that your report is one 
of the most favorable reports we have had on this newsprint situation 
for quite sometime and I gather from your testimony that conditions 
are more favorable than they have been for some years, so far as the 
supply and demand is concerned; that is, that the supply, in a general 
sense, is equal to the demand. 

Now, how can you explain the rather high cost of newsprint with 
that situation? It does appear from your statement that newsprint 
is exceedingly high. 

Mr. McCoy. As you know, it is very difficult to explain the price 
of anything. 

Actually, as shown by the indexes, newsprint has fluctuated rather 
steeply over the years, going back as far as 1920, when it was at a 
very high price as compared to prices at that time. The situation 
then changed to one of price declines due to large capacity in Canada 
particularly and here. Then, again, there was an upward trend since 
1934 and 1935. If the price reflected an abnormal or unusual or 
unconscionable profit in the industry, that might be one explanation, 
that they could get this price irrespective of the cost to the consumers, 
but I do not think that is true. I cannot give you an explanation 
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of the price increases other than that normally attributed to price 
increases, that which is that cost of doing business—the cost of 
material, cost of labor going up, and that the prices are reflecting 
those costs of manufacturing. But we do not, I must say, make any 
studies of costs in newsprint. 

Mr. O’Hara. It is quite obvious that the high cost of newsprint 
has also encouraged the greater production of newsprint both in the 
United States and Canada over the last 10 years, has it not? 

Mr. McCoy. I am inclined to believe that the price of this com- 
modity has had something to do with the expansion in the domestic 
plant, and I have indicated that we have increased our capacity by 
about 50 percent between 1951 and 1955 and 1956. At the present 
rate of expansion to 1959 and 1960, we will have increased capacity 
by about 100 percent. 

That is probably the largest increase in capacity domestically that 
we have had over a similar period of years. And it may be due to, 
one, the research and development in the use of hardwoods which 
opens up new supplies of material in this country, and the tech- 
nologic agdeuen 3 in adapting these species of wood to pulp for news- 
print use, as well as the price perhaps being an incentive for new in- 
vestment in domestic mills 

Mr. O’Hara. The use of hardwoods, I assume, is more expensive 
than the process in softer woods. Is that correct? 

Mr. McCoy. I cannot answer you definitely on that. I do not 
know. 

Mr. O’Hara. Is one of your experts here in a position to comment 
on that? 

Mr. McCoy. I think that the work that has been done has all been 
done by private firms and obviously has not been available to the 
public as to the relative costs involved in one type of pulp as against 
another type. 

The CuarrMan. Does your Mr. Mears have any information he can 
convey to the committee in response to that question? 

Mr. McCoy. Mr. Mears, do you have any views on that? 

Mr. Mears. I would say that it is pretty much of a standoff on 
hardwood and ground wood at least. And I specifically state hard- 
wood and ground wood because there are other processes of pulping 
hardwood. It is just about a standoff between it and softwood. 

The hardwood requires some brief chemical treatment before it is 
ground. However, the availability of hardwood in the area where 
we have been cutting softwood for years is a very good thing for us 
from a forestry point of view in that you cut out the weed trees. 
Therefore, you extend your source of supply very materially. 

From a cost point of view, I do not think there is any difference 
between that and softwood. 

Mr. O’Hara. I am sure the committee, Mr. McCoy, will be very 
interested in the supply of wood products. 

Generally speaking in this country I believe we have had for some 
time a reforestation program which has been carried on cooperatively 
between the Federal Government and the States wherein these forests 
are located. 

Is that followed generally where this pulpwood is being cut out? 
I am thinking now of our supply in the future. 
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Mr. McCoy. As we indicated here, the Forest Service believes there 
is now an adequate supply of pulping wood to meet our requirements 
for the next several decades. That is largely due, at least speaking 
of newsprint, to the utilization of the hardwood species which are 
now found in the same areas that were cut over for the softwoods for 
the same purpose. 

Surely the entire forestry program of the Government, sponsored 
through the States, materially contributes to this, especially in areas 
that have been cut over such as in the Northeast and also the large 
resources of hardwoods in the Southern States. 

Mr. O’Hara. Since Canada is a very substantial supplier of our 
pulpwood and newsprint, do they have a somewhat comparative 
program? Do you know? 

Mr. McCoy. I think that the Canadian mills are beginning to use 
more hardwoods in their production than heretofore. 

Mr. O’Hara. I am speaking particularly of reforestation now. Do 
you know whether they have such a program? 

Mr. McCoy. I do not know much about the Canadian situation, 
although when new projects are started in Canada, particularly on, 
I believe, crown lands, there is a very definite contract between the 
user and the government with respect to the practices of taking out 
trees, to conserve and to reforest the areas to make them perpetually 
produce a crop of trees. 

Mr. O’Hara. In other words, an intelligent long-range program is 
in effect not only in this country, as to reforestation, but also in 
Canada? 

Mr. McCoy. I assume that to be so. Certainly in the projects I 
have read about, reforestation and preservation of the supply has 
been a very important factor. 

Mr. O’Hara. Turning briefly to Alaska, I presume there is a tre- 
mendous supply of pulpwood material there, but the handicap is the 
matter of cutting it and getting it to the mills. Is that not true? 

And also because of the mountainous location of some of these 
forests. 

Mr. McCoy. We have discussed the Alaskan resources over the 
past decade or more with United States concerns who have investigated 
it rather intensively as to the resources there. The resources are there 
and the lumber or the wood is there. 

There are, however, extraordinary costs in going to Alaska not 
encountered elsewhere. 

I believe the Ketchikan project is a good example. The Ketchikan 
firm had to build a town, lay out facilities, and practically import their 
help to what is an isolated and somewhat unsettled country. Those 
costs are very high and contribute to a much larger investment in an 
area of that sort than would be comparable to some other area such as 
the continental United States. 

Mr. O’Hara. Of course, it would be true that the Ketchikan opera- 
tion would not be confronted with the mountainous condition that 
would be in existence around Juneau. 

Mr. McCoy. That is true. I understand a great deal of the area 
available, which the Department of Agriculture or the Department of 
the Interior is willing to lease, is available by water. That is for 
transportation of supplies and transportation of the product from 
Alaska by water. 
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Mr. O’Hara. I want to close my examination with this comment, 
as one who comes from 1 of the 15 heaviest agricultural-producing 
sections of the United States, congressional districtwise: I notice that 
you make exceptions to the Bureau of Labor Statistics as to farm and 
food. Is that correct? 

Mr. McCoy. No. We usually use industrial commodities, and do 
not put in the farm and farm-product prices. 

Mr. O’Hara. Thank you. 

The Cuarrman. Mr. Robersts? 

Mr. Roserts. Mr. McCoy, is it your opinion that in this matter 
of increased production in this country private enterprise has been 
doing a pretty good job between the years of 1950 and 1959? 

Mr. McCoy. I would say that the figures alone indicate that private 
investment in newsprint in this period 1951 to 1959 has been greater 
than it has been for any comparable period of years in the past. 

I believe there is a desire now to go into newsprint production here 
largely because of the availability of wood for the purpose. Hereto- 
fore I think new projects were restricted because of the pulpwood 
supply. Now that hardwoods can be utilized, and if they are no 
more expensive to utilize than, say, the softwoods, this has opened up 
new areas that might be profitable to the manufacturer of newsprint. 

Mr. Roserts. Would you say it is generally agreed that Canada, 
with a great percentage of the world’s supply, is in a position of mon- 
opoly as far as newsprint prices are concenred? 

Mr. McCoy. I would not want to characterize it as a monopoly. 
I would not know whether it is or not. But, obviously, it is the domi- 

nant producer in the world of newsprint, and, to that extent, one might 
say that all competition must consider Canadian production. 

Mr. Rosenrts. It is generally conceded, is it not, that when we get 
a rise in tonnage prices it generally emanates from the Canadian 
producers? 

Mr. McCoy. I cannot be sure, but I believe that most increases 
have originated from the Canadian mills. 

Mr. Roserts. Would you say that perhaps our only way of pro- 
tecting our own domestic consumers is to increase our own production? 

Mr. McCoy. I think it would be desirable, certainly, if we have the 
resources—which we appear to have—to greatly increase the domestic 
production of newsprint. I think that is highly desirable from a 
national point of view. 

Mr. Youncer. Would the gentleman yield there? 

Mr. Rozerrs. I will be glad to yield. 

Mr. Younaenr. Is it not true that a lot of the so-called Canadian 
production is owned by United States papers? 

Mr. McCoy. There is United States private investment in Canadian 
mills, but I could not tell you to what extent there is or what per- 
centage of ownership of Canadian mills is owned by United States 
investors. 

Mr. Youncesr. Are there not large newspapers in the United States 
that have their own mills in Canada? 

Mr. McCoy. Yes, sir; I think there are. 

Mr. Youncrr. Can you supply for the record that information so 
that we will know how much of the Canadian production is owned 
and controlled by United States capital? 

Mr. McCoy. We will give you whatever information is available 
on that score. 
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(The following information was furnished by the Balance of Pay- 
ments Division, Office of Business Economics, United States Depart- 
ment of Commerce, on February 27, 1957:) 

We have examined the data on newsprint capacity in Canada in 1956, as given 
in Newsprint Statistics 1955, volume XIII, compiled by the American Newspaper 
Publishers Association. We would estimate that about 36 percent of the total 
capacity of 6,259,000 short tons is operated by Canadian companies owned or 
substantially controlled in the United States. 

Mr. Have. Will the gentleman yield? 

The CHarrMan. Mr. Roberts has the floor. 

Mr. Roserts. I will yield. 

Mr. Hate. In the case of a big Canadian company, how could you 
find out what stock was held by American enterprise? 

Mr. McCoy. I can only say that we will try to find out the best 
we can from published information and financial sources. 

Mr. Hauer. I cannot understand that because I come from the 
biggest newsprint-producing State in the country, and my impression 
is that there is not a tremendous lot of American ownership in the 
Canadian companies. I should be much interested to know that. 

Mr. McCoy. We will develop what we can on the subject. 

The CHarrMan. On that question would the gentleman yield? 

Mr. Roserts. Yes. 

The Cuarrman. Is that a part of this report that you contemplate 
giving us in the near future? 

Mr. McCoy. I do not think so. No, sir. 

The CHatrMan. Go ahead. 

Mr. Roserrts. Do you know of any plans at the present time for 
increased production in this country on the part of existing mills or 
on the part of new mills contemplated? 

Mr. McCoy. I would have to ask the people who work on the 
figures if they can identify particular companies which are in this 
expansion program. 

Mr. Newsrecnu. Of course, there is Great Northern, the Inter- 
national plant at Mobile, International at Pine Bluff, Ark., Bowater 
at Calhoun, Tenn., Coosa River in Alabama, Southland at Lufkin, 
Tex., St. Croix, and the west coast has Crown-Zellerbach, which has 
a new mill at Elks Falls, British Columbia. 

Mr. Rosperts. I have one other question along that line. Do you 
have any figures as to how much those plants might increase in average 
tonnage? 

Mr. Preprerson. The expected expansion by individual mills was in 
our last report, in our report supplement No. 4, submitted in Septem- 
ber of last year, and we hope to submit revised data on that in our 
next report. 

Mr. Roserts. Will that be made a part of this record, Mr. Chair- 
man? 

The CHarrMAN. Yes, it can be made a part of the record. 

I might say that these tables that he referred to—supplement No. 4 
and so forth—are included in the record filed at the end of the year 
with the committee. 

Mr. Roserts. I believe that is all I have, Mr. Chairman. 

(The information referred to is contained in H. Rept. No. 2973, 
dated January 3, 1957.) 

The Cuarrman. Mr. Hale? 
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Mr. Hate. Continuing on this question of the Canadian producers, 
are there any Canadian companies whose stocks are listed on the 
New York Stock Exchange? 

Mr. McCoy. | really do not know, sir. 

(Mr. MeCoy later submitted the following information:) 

(As far as we have been able to determine from Moody’s Industrial Manual, 
1956, there are no Canadian operating companies producing newsprint whose 
stock, as such, is listed on the New York Stock Exchange. However, some of the 
Canadian operating companies who produce newsprint are partly or wholly 
owned or controlled by United States corporations which have New York Stock 
Exchange listing of their capital stock.) 

Mr. Hate. I would be interested to know that. I think there are. 
And, if I am right about that, then certainly shares are changing hands 
every day. 

Mr. McCoy. I believe that one—the Abitibi Power & Paper Co.— 
is listed on one of the exchanges. I do not know about the others, 
Consolidated Paper Corp., Powell River or St. Lawrence Corp. But 
we will be glad to supply that with the other information that you 
asked for. 

Mr. Hate. Also I am sure the stocks are listed on the Canadian 
stock exchanges which, I guess, are in Montreal and Toronto. 

Mr. McCoy. Yes, sir, they probably are. But the question of 
getting information on ownership might be difficult unless they have 
a comparable arrangement to our Securities and Exchange Commis- 
sion here in which a statement of stockholders must be made if they 
own 10 percent or more of the stock. 

Mr. Hate. | would be fairly confident that some of those shares 
were traded in very actively so that an American stockowner today 
would not be an American stockholder tomorrow. 

The Canadian production is roughly about four times ours. Is 
that not correct? Is that the figure you have? 

Mr. McCoy. Yes, I think so. 

Mr. Have. On page 9 of your statement you say that the Canadian 
production is 6.2, and we have 1.5 

Mr. McCoy. Yes. 

Mr. Hate. And, of course, the American newspapers, as a practical 
matter, are dependent upon the Canadian supply, and the Canadians 
are working for the American market. 

Mr. McCoy. The larger part of their product is sold in the United 
States; yes, sir. 

Mr. Haxe. And the Canadians have been fully as aggressive as our 
own people in increasing their productive capacity. Is that correct? 

Mr. McCoy. Yes, sir; they have been. 

Mr. Have. And it would be reasonable to suppose that they will 
continue to be, I presume? 

Mr. McCoy. I presume so, although our expansion percentagewise, 
I believe, has been going up at a greater rate than the Canadian 
expansion. 

Mr. Hate. On page 5 of your statement, as to Ketchikan, you talk 
about 400 tons a day of dissolving woodpulp. What is dissolving 
woodpulp? © 

Mr. McCoy. That is pulp that can be used or dissolved in the manu- 
facture of what we call manmade fibers and for plastics and uses of 
that sort in which the pulp is dissolved and becomes a liquid mass 
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instead of being solid material. The cellulose is dissolved in other 
words. 

Mr. Hause. Do they use different kinds of woodpulp than mills in 
the continental United States? 

Mr. McCoy. In the manufacture of dissolving pulp do they use 
a different variety of wood? 

Mr. Hate. Yes. 

Mr. McCoy. I do not think so. 

How about it, Mr. Newbrech? 

Mr. Newsrecu. In Alaska we are using the spruce. But you can 
make dissolving pulp out of hardwoods or coniferous species. 

Mr. Youncrr. Would the gentleman yield there? 

Mr. Haus. Yes. 

Mr. Younasr. Is that difference not merely in the manufacture? 
One is a process where the dissolving pulp is made by chemicals, and 
the other is a grinding process? 

Mr. Newsrecu. That is correct. 

Mr. Youncer. It is a ground pulp that they use for newsprint, as I 
understand it. Is that not correct? 

Mr. Newsrecn. About 85 percent ground wood pulp, and 15 
percent chemical pulp. 

Mr. Hate. Would you express any opinion about the future of 
bagasse as a source of newsprint? 

Mr. McCoy. The Valentine Co., which undertook to manufacture 
newsprint from bagasse, experimented with that as a raw material, 
and they produce a good-quality paper I understand there. 

But the economic factors are such that it is more profitable, as | 
understand it, for them to make other kinds of paper than it is news- 
print. Thatis my understanding. I hope I am correct, but I believe 
that is the situation. 

Newsprint can be made from bagasse. It is made in Peru and, 
very largely 

Mr. Hate. | have been in the Peruvian mills myself. They make 
no newsprint in the Peruvian mills as I recall it. 

Mr. McCoy. In one project there they do make newsprint from 
bagasse for use in Peru. 

Mr. Hate. The thing that troubles me is how, in view of the rapidly 
increasing population in the United States, we are going to keep grow- 
ing trees fast enough to cut them down. So anything you could do 
to use some other product than woodpulp, it seems to me, would be 
very constructive in the industry. 

Mr. McCoy. I agree that it would be desirable to use what is 
normally called waste products that have the proper material. And 
bagasse is not entirely waste product. As you know, it is used as a 
fuel partly, and also other products—boards and so on—are made 
from it. 

One big source of supply of fiber for newsprint is used newspaper, 
old newspapers and other paper. 

As was indicated here, there have been many experiments made to 
try to de-ink waste newsprint to recover the fibers. I personally 
have seen that done. 

So far the economics are such that apparently it has not worked 
out, although the publisher of the Newark News has long been work- 
ing on this, and he is fairly confident that if he could build a plant 
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nearby to an adequate source of old newspapers, he might make good 
use of it. 

Mr. Avery. Will the gentleman yield there? 

Mr. Hate. Yes. 


Mr. Avery. What is the use for old newspapers if they are not 
converted into good newsprint? 

The Boy Scouts and so on have been collecting them for years, and 
I thought that was what they were doing with it. 

Mr. McCoy. It is used in the manufacture of some kinds of paper 
and paperboards. 

Mr. Avery. I see. Thank you. 

Mr. Hate. I have no further questions, Mr. Chairman, but I would 
like to say to the gentlemen that I am very gratified by the report 
which they have given us, which indicates that the situation is better 
than I had realized and far better than I had feared. 

Mr. Youncer. Will the gentleman yield there? 

Mr. Hate. Yes. 

Mr. Youneer. I think an interesting part of your report, if you 
could get it in, would be the contemplated increase in the tree planting 
in the farm soil-bank program. I understand this next year they will 
plant more new trees under the soil-bank program than were planted 
by the Conservation Corps from 1933 to 1940. And it will run to 
better than a billion trees a year in a couple of years. 

I think it would be well for you to include a study of that in your 
report as a possible increase in the supply of pulp material. 

Mr. McCoy. Yes, sir; we will make a note of that. 

(The following information was furnished by the U.S. Forest Service 
on February 27, 1957:) 


EstTiMATED CONSERVATION RESERVE TREE PLANTING FOR PULPWoOuD 


Since soil bank planting will be voluntary, it is impossible to make a firm 
advance estimate of the acreage that will be planted to trees in the conservation 
reserve. 

However, upon consideration of known factors likely to influence eligible land- 
owners, it is reasonable to conclude that tree planting participation in the con- 
servation reserve over the total 5-year period will probably involve as many as 
5 million acres, and possibly slightly exceed that figure. The 5-million-acre 
figure has been accepted as the working estimate. 

Broken down regionally, this estimate indicates that more than four-fifths of 
the expected acreage will be in geographic regions in which important areas serve 
pulpwood industrial centers, and that in these areas planting for pulpwood pur- 
poses will be substantial. 

In reaching these conclusions, consideration is given to such practical factors 
as proximity, transportation, demand for raw material, anticipated industrial 
expansion, exisiing pulpwood supplies, the local agricultural forest pattern, and 
the best competitive use of land. From these, we can conclude the probable 
extent to which planting will be done expressly for pulpwood growing purposes. 
The expressed intent of participants, and prospective participants, who have 
already indicated their intent has also been considered in the conclusions, and 
tends to confirm them. 
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Estimates for the more importantly affected regions 


Expected tree | Estimated per- 


Region planting acre- | cent for pulp- 

age ! wood growing 

INE, Bin. ihtqeeein tap smcntinditibinduken inbpMideicicsmmieyliiatidaiatie hts ead 3, 000, 000 90 
SEE i Anica nang nadoeeanndinandasensoceeaseimemaaaae ee 800, 000 25 
po EE es Ea ee es eee ef ly SE PT reese 370, 000 10 
IE Ga de wcheoetdedsktinnse<encnnchonnndescaeaaineenni 120, 000 8 


1 Total 5-year period. 


Note.—Allowance was made for States in the indicated regions in which pulpwood produubth on is small 
and for areas where substantial supplies of raw material exist. 


Mr. Friepeu. Will the gentleman yield there, please? 

Mr. Hate. I have yielded the floor, but I wil yield. 

Mr. Friepeu. I was a member of the Subcommittee on Commerce 
and Finance which inspected a lot of these plants and paper mills. I 
was quite amazed at the conservation program that the mills have. 
They not only plant as many trees as they cut, but they plant more, 
and they get others—farmers and schoolchildren—to help replant. 
They are continually replanting more trees than they cut down. 

Another advantage we have in the United States is this: The 
southern pine resources are wonderful in that they grow in about 7 or 8 
years, whereas up in Alaska and the northern part of the country it 
takes anywhere from 12 to 15 years’ growth. 

The Cuairman., I do not understand why we cannot get greater 
expansion in newsprint production out of the abundance of timber 
that is available in the southern pine timber through that whole area 
which Mr. Friedel brought up just now. We have in my own area 
2 great paper mills, and there are 2 others on the way which were 
mentioned a moment ago. One is the Dierks Forest Industries, and 
one is the International Papermill Co. at Pine Bluff, Ark. 

But they are not for newsprint paper; they are all kraft. 

Why we cannot get people, when we have an abundance of material 
of this kind, to prove to be as successful as the Lufkin plant in Texas, 
The Bowater plant in Calhoun, Tenn., and the Alabama plant, to 
go into this business, I do not know. 

Mr. Sprincer. Mr. Chairman? 

The Cuarrman. Mr. Springer. 

Mr. Springer. Mr. McCoy, I understand 

The CuatrMaANn. ILamsorry. I am alternating from one side to the 
other. I thought you just wanted to ask a question. 

Mr. Sprincer. I am sorry. 

The CuarrMan, I would have to recognize Mr. Rogers next. 

Mr. Rocurs. I have just a few questions. 

How do you account for the sharp increase in price in 1920? 

Mr. McCoy. I really do not know the answer to that. 

The Cu AIRMAN. Will the gentleman defer just a moment? 

It is 12 o’clock, and the House will probably just meet in a short 
session today. There are a good many questions obviously by mem- 
bers of the committee. 

Can you come back at 2 o’clock, Mr. McCoy? 

Mr. McCoy. Yes, sir. 

The CHatrMAN. Very well, we will resume at 2 o’clock. 

(Whereupon, at 12 0 clock. noon, the committee was recessed, to be 
reconvened at 2 p. m., this same day. ) 
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AFTER RECESS 


(The committee resumed at 2 p. m., Hon. Oren Harris (chairman) 
presiding.) 

The Cuarrman. The committee will come to order. 

When we recessed for the noon hour, Mr. Rogers was just about to 
start asking some questions. Will you proceed, Mr. Rogers? 

Mr. Rogers. Mr. McCoy, I think the question I asked at the time 
was, how you account for the high price in 1920? 

Mr. McCoy. New sprint was similar to most commodities. You 
will recall at the end of World War I, in 1919-20, there was a very 
high demand and also there were a lot of increases in prices of basic 
commodities and a great deal of speculation at that time. There 
was commodity speculation. 

Mr. Rocers. To shorten it, was it just general economic con- 
ditions? 

Mr. McCoy. I think that would be about the best angle I could 
give to it. 

Mr. Rocrrs. Now, in the recent increases that have been taking 
place, how are those justified other than on general economic con- 
ditions? 

Mr. McCoy. Well, sir, I could not give you a justification for price 
increases on the basis of costs or of labor or taxes or any of those 
other considerations. I might say that, in general, it reflects a general 
increase in economic activity in the United States, Canada, and else- 
where. 

Mr. Rogers. Have there been much sharper increases in newsprint 
than there has in the other commodities? According to your state- 
ment, I gathered that. 

Mr. McCoy. In relation to the commodities that we have indicated 
ae you can see that it has been somewhat above the general price 
evel. 

Mr. Rogers. Now, that is the thing I was wondering about, if 
your department had made any investigation concerning the justifi- 
cation of that difference in the percentages. 

Mr. McCoy. No, sir, we have not. 

Mr. Rogers. Do you contemplate doing so, Mr. McCoy? 

Mr. McCoy. No, we do not. This is a very complex matter and 
the Department never has considered it a part of its function to 
investigate price increases or justification for them. 

Mr. Rocers. You take the position that it really is not your 
jurisdiction? 

Mr. McCoy. No, sir, not to investigate whether or not these price 
increases may be justified or not. We do not think that is a part of 
our function. 

Mr. Roaers. You just report what happens and why it happens 
is another problem. 

Mr. McCoy. Yes, sir. 

Mr. Rogers. Now, Mr. McCoy, how many newsprint manufac- 
turers or producers do we have? 

Mr. McCoy. May I ask Mr. Neubrech? 

Mr. Nevuprecu. There are 13 today and there were 50 in 1926 in 
the United States. 

Mr. Rogers. There were 50 in 1926 and there are 13 today? 
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Mr. Nevusrecu. That is right. 

Mr. Rogers. Is there anything to account for that concentration 
of this business into this small group of companies? 

Mr. Nevusrecu. Mostly it is a matter of the older mills going out of 
business or switching to other grades of paper during that competitive 
period in the thirties when the price was low. Some 30 or 40 mills went 
out of business or switched to other grades of paper in the United 
States. It got down to a low point of 11 mills in 1950 and now we 
have 13. 

Mr. Rocers. In other words, in 1950 you had how many? 

Mr. Nevusrecu. We had 11. 

Mr. Rogers. And now you have 13? 

Mr. Nevusrecu. Yes, sir. 

Mr. Rocers. Is there any indication that there will be others going 
into this business? 

Mr. Nevusprecn. There are 1 or 2 proposed. There is the J. J. 
Rogers Co., and another one announced, Arizona Pulp & Paper Co. 
at Flagstaff. They are possible newsprint mills. 

Mr. Rocers. Have you had any indications that in this newsprint 
situation the price of the newsprint has been more or less kept under 
pretty rigid control by cooperation between these companies? 

Mr. Nevsrecu. Mr. McCoy will take care of that question. 

Mr. McCoy. I could not say that we have any evidence that there 
has been any such situation. 

Mr. Rogers. Have you been looking for any evidence of that, Mr. 
McCoy? 

Mr. McCoy. No, sir. Wedonot. If there has been any violation 
of law with respect to that, it would be the regulatory agencies that 
would have to investigate and not the Department of Commerce. 

Mr. Rogers. I thought perhaps in your general investigation of the 
problem you might have come across something that might point 
toward that sort of thing. It might have disturbed you. 

Mr. McCoy. No, sir, we have not that I recall had any evidence 
at all that there was any collusion between U.S. producers and Cana- 
dians or any other. 

Mr. Rogers. Mr. McCoy, have you been disturbed at all about 
the price, or is it your position that you are not supposed to be worried 
about that? 

Mr. McCoy. Well, if you recall a few weeks ago, Secretary Weeks 
suggested that management take careful consideration of prices and 
price increases and certainly not to increase prices unless there was 
good justification. I think we are all of us concerned about the effects 
of inflation in the economy and especially in times like these when we 
have more or less full employment and some of our highest levels of 
business activity. 

The President has admonished the business community about 
inflationary tendencies. Surely we are concerned over the general 
sound economy with regard to inflationary effects, but, of course, we 
can only be observers with respect to increases 

Mr. Rogers. What I had in mind, too, Mr. McCoy, was this: 
In your general operation would it be your policy to report any such 
indications that you saw to the proper ‘department or investigator? 

Mr. McCoy. I think we would if any situation seemed to us to 
indicate that there should be some inquiry into it, yes. 
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Mr. Rogers. Have you ever had occasion to do that? 

Mr. McCoy. No, sir; not that I recall. 

Mr. Rogers. The thing that disturbs me are the figures about 1926 
and the present day. There are about 50 newspapers in my district 
and if something does not happen to straighten this situation up there 
are not going to be but 13 left, because some of them are not going to 
be able to stay in business. 

Mr. McCoy. Do you believe that the price of newsprint is a con- 
trolling factor in business failures in the newspaper business? 

Mr. Rocrrs. I do not know about that. I know the ones that talk 
to me about it indicate that it is causing them some worry. They are 
terribly disturbed about the increase and I believe you said that there 
is a $4 increase posted. 

Mr. McCoy. Yes. 

Mr. Rocers. In some of the smaller papers and the smaller weekly 
papers, I think every nickel counts and those people have become very 
disturbed about it. 

Mr. McCoy. Well, the small publisher is at a little disadvantage 
especially when it comes to the supply of paper. He is unable to carry 
an inventory so that in a time of high demand when he could utilize 
paper, he does not have it on hand. Then, it becomes a little difficult 
to get from his supplier. ‘The larger papers, as we indicated in our 
report, like to carry at least 45 days supply. 

As to the cost of newsprint and its effect upon the operations of the 
smaller publisher versus the costs of newsprint and its effect on the 
costs of the larger publishers, we had discussed that. We have no 
conclusions about it. It occurred to us that we might make some little 
study of that situation; that is, if the information is av ailable to us. 

Of course, vou realize that the hundreds of small publishers’ financial 
statements are not readily available. It might be difficult to try to 
analyze the cost relationships of newsprint to their operations versus 
the larger companies. 

Mr. Rocers. Now, let me ask vou these two further questions about 
this. Do you examine the financial structures of these 13 producers of 
newsprint? 

Mr. McCoy. No, sir, we do not. 

Mr. Rocers. In other words, you do not know whether their profits 
are up or down. 

Mr. McCoy. I have some information here from published sources 
with respect to four producers of newsprint. Ihave no similar informa- 
tion with respect to newspaper publishers. 

Mr. Rocers. Now, in the development of manufactured newsprint 
or producing it, and I do not know whether “manufacture” is the 
proper word or not, has there been any advance made in the manner 
in which it is produced that would cut down on the cost of production? 

Mr. McCoy. We are aware of some technological advances in pro- 
duction. We mentioned this morning that they can now utilize 
hardwoods through certain chemical processes which heretofore were 
not used for newsprint. Certainly, as indicated in our previous 
statements, there have been evidences that increased production can 
be obtained from various plants through existing means. 

However, I do not know of any great changes that have taken place 
over the years in the manufacture of new sprint. 

Mr. Roaers. Outside of general economic conditions, there has 
been no great change in the basic production costs? 
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Mr. McCoy. I believe not, sir. 

Mr. Rocers. That is all. 

Thank you, Mr. Chairman. 

The CHarrMan. Mr. Springer? 

Mr. Sprincer. Mr. McCoy, you are the Administrator of Business 
and Defense Services Administration, United States Department of 
Commerce? 

Mr. McCoy. Yes, sir. 

Mr. Sprincer. What does that title signify? 

Mr. McCoy. The Business and Defense Services Administration is 
primarily an organization of the Department of Commerce which 
has two main functions. First, we carry on the assignments from 
the Secretary of Commerce, of his underlying authority from the 
Congress to foster, promote and develop the foreign and domestic 
commerce of the United States. 

The second is, we carry out certain functions assigned to us by the 
Office of Defense Mobilization relating to industrial preparedness for 
an emergency. 

Mr. Sertncer. Which one of these two titles does newsprint fall 
under? 

Mr. McCoy. Up to recently I would say it would probably fall in 
both. Today, however, our presentation is largely along nondefense 
lines. 

Mr. Sprincer. This is along commercial lines? 

Mr. McCoy. Yes, sir. 

Mr. Serincer. So you are talking from the “hat”? of Commerce 
today? 

Mr. McCoy. That is right. 

Mr. Serincer. What has been your contact personally with news- 
print produc ers in the last year? 

Mr. McCoy. Within the last year it has been very casual. TI would 
say. Through our relationship in our mobilization programs there 
has been some contact, but if you put it on the last year, it has not 
been very much personal contact. 

Mr. Sprincer. How many conferences have you had during this 
last year with newsprint producers, and not yourself personally, but 
your Department? 

Mr. McCoy. During the past year, I do not believe we have had a 
single formal conference with newsprint producers. 

Mr. SprinGcer. Since January 1, 1956? 

Mr. McCoy. Yes, we have had no conferences with them. 

Mr. Springer. How many conferences have you had with news- 
paperman or anybody repre senting a newspaper group in this country 
since January 1, 1956? 

Mr. McCoy. I personally have had none with newspaper publishers. 
My staff, however, has had quite a few. 

Mr. Sprincer. Where did you obtain all of the information which 
you have testified about today and which is contained within the 
statement which you presented to this committee? 

Mr. McCoy. From our own sources, from informal discussions with 
industry, and as indicated in the statement, from the American News- 
paper Publishers Association, where it is credited to them in the 
stateme nt. 

Mr. Sprincer. When was that statement filed? 
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Mr. McCoy. I am not sure I understand. 

Mr. Sprincer. When was that statement of the American News- 
paper publishers Association filed with the Department? 

Mr. McCoy. I will have to ask. 

Mr. Nevsrecu. It was based upon the statistics that they publish 
aoe in their bulletin, regularly, inventory data and consumption 

ata. 

Mr. Sprincer. Is that the weekly report made by the American 
Newspaper Publishers Association? Is that what you are refercing 
to? 

Mr. Nevusrecu. That is correct. 

Mr. Sprincer. And that is the information which you have ob- 
tained principally for this hearing? 

Mr. Nevusrecu. From a statistical point of view; yes. 

Mr. Sprincrer. The conclusions which Mr. McCoy has come to in 
this statement, I take it, are based upon those bulletins as they have 
come to you. Am I correct in that? 

Mr. McCoy. To the extent that the information quoted from them 
is used here, that iscorrect. The statisticson production are obtained 
from other sources. They are published reports of the manufacturers 
of newsprint. 

Mr. Sprincer. In general, then, Mr. McCoy, what are your con- 
clusions and will you state to the committee what your conclusions 
are with reference to the outlook on the production of newsprint 
between now and 1960? 

Mr. McCoy. I believe that is summarized in the statement. 

Mr. Sprincer. Would you just state that in a résumé, if you can, 
of a dozen sentences for this committee? 

Mr. McCoy. At the bottom of page 5 we reviewed the past few 
years and then during 1957 to 1958 and 1959, preliminary estimates 
indicate a further addition to United States newsprint rated capacity 
of over 700,000 tons, bringing the total United States rated capacity 
to 2.4 million tons by the end of 1959. 

Mr. Sprincer. Now, this is production, is it not? 

Mr. McCoy. Yes, it is production. 

Mr. Sprinaer. Is the production going to be adequate to meet the 
needs of American newspapers between now and 1960? 

Mr. McCoy. I referred elsewhere in my report to a study we are 
making projecting the demand-supply relationships to 1960. While 
I cannot anticipate that study now, we will have it in the report 
coming to this committee of our best estimates of the future pro- 
jection. 

Mr. Sprincer. What is your best estimate now? 

Mr. McCoy. I should have ask to ask one of my assistants who 
has been working on it if he cared to speculate on the present esti- 
mates. 

Mr. Nevusrecu. Based on preliminary figures which we have not 
completed yet, it looks like the world situation by 1959 will be much 
better than it is today. 

Mr. Sprincer. That does not answer my question. 

Mr. Nevusrecu. It indicates the supply available to world con- 
, including the United States will be much better than it is 
today. 











— 


b= 


n 
e 


n 
d 


) 


re 
le 
rt 
O- 


NEWSPRINT STUDY 29 

Mr. Sprincer. I| can figure that out by reading, but it was not my 
question. Would you read back the original question which I sub- 
mitted to these gentlemen? 

(Whereupon the following pending question was then read by the 
reporter: ‘Is the production going to be adequate to meet the needs 
of American newspapers between now and 1960’’?) 

Mr. McCoy. We will continue to need the importations of news- 
print from Canadian sources for many years ahead. If the United 
States production increases by 1959, it looks as though it will about 
equal the increase in domestic consumption during that period, so 
that import requirements will probably remain about at the present 
level. 

Mr. Sprincer. Now, I take it, then, that the increase that is 
expected in newspaper needs in this country between now and 1960 
are going to be supplied by domestic producers. 

Mr. Ns uBRECH. The increasing needs. 

Mr. SprinGcer. The foreign market will remain approximately level 
with present production. Is that a fair statement? 

Mr. Nevsrecu. | do not understand it. The foreign market will 
what? 

Mr. Sprincer. The foreign market will remain approximately level 
with present production insofar as it supplies the needs of the United 
States. 

Mr. Nevusrecu. That is right. 

Mr. Sprinaer. Mr. McCoy, have you read newsprint bulletin No. 
6, dated January 23, 1957, as projec ted by the American Newspaper 
Publishers Association? 

Mr. McCoy. No, sir, I do not recall reading it. 

Mr. Sprincer. | will quote from that: 

As ANPA has pointed out previously, this leaves publishers with no prospect 
of capacity by 1960 to cover unexpected eeecenes in demand such as oecurred in 
1955 and 1956. Except for short periods, the balance of supply and demand must 
continue to depend on overe: ag operation. Until enough capacity has been 
installed to provide an adequate cushion to protect consumers <cmnys mill pro- 
duction stoppages and sud le nn inereases in demand, periods of short supply are 
inevitable, 

Mr. McCoy. Our estimate that we have just projec ‘ted here is 
somewhat more optimistic than their estimate, | take it. 

Mr. Sprincer. Now, once before your Department appeared before 
this committee and gave me almost exactly the same answers. That 
was, in your estimate of what was going to happen you used the same 
words. You were not the same witness but you used the same words, 
“was more optimistic than the American Newspaper Publishers 
Association.” 

Now, in that instance, it did not appear to be true. I am not going 
to say that you are wrong in your estimate, but do you have any facts 
other than what you have related here which indicates that what you 
say is true and what they say is not true? 

Vir. MeCoy. I am sure you understand that we estimate both pro- 
duction and demand. The demand estimate is an analysis of the 
economic activity forward and trying to place some re lationship ou the 
requirements for ne wsprint in comparison to past relationships of 
industrial and economic activities. 
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At best, this is a highly subjective matter and we apply judgment 
to the matter of the increases in demand. I suspect that we are 
probably conservative in our estimates of increased demand. 

Mr. Sprineer. You think that you are conservative in that? 

Mr. McCoy. I believe we would be inclined to be conservative, and 
to take the projections under 1 or 2 assumptions, and take the middle 
or more conservative one. We can be wrong, most estimates are 
never too accurate, but this committee and other committees of Con- 
gress have asked us to estimate demand forward and we do the best 
we can in applying judgments to what might be required 2, 3, or 
5 years hence. 

Mr. Sprincer. Let me ask you if there is anything provided for 
cushioning in these estimates which you have made, for unexpected 
increases in demand such as there were in 1956. 

Mr. McCoy. We have not tried to show a high line or a maximum 
figure and then a minimum figure. We have projected it on a straight 
line. 

Mr. Sprincer. In these estimates which you projected, have you 
put anything in there for cushioning for unexpected increases in 
demand? 

Mr. McCoy. That is pretty hard to do in a simple projection. 

Mr. Sprincer. Is that not the situation though with which the 
newspapers of this country are faced? 

Mr. McCoy. In general, that would be a fair appraisal of it. Pro- 
ducers would hesitate, I think, in most cases to overbuild or build 
beyond what their judgment was of the market because idle capacity 
is very costly. 

Mr. Sprincer. Now, is it not true that in most industries, that is 
exactly what you do have, a cushioning in order to take care of supply 
and demand when it does suddenly increase? 

Mr. McCoy. In some industries that exists, but I should say it is 
not so in all industries. 

Mr. Springer. It does not exist in the newspaper industry, does it? 

Mr. McCoy. There have been these shortages of supply to meet 
demand. 

Mr. Springer. The principal reason, Mr. McCoy, that this short- 
age does exist from time to time is because you have so few newsprint 
companies actually in operation. 

Mr. McCoy. Well, | do not know whether that is the reason or not. 

Mr. Sprincer. Now, you will admit this from your own facts and 
figures: Competition is much more highly restricted than it was 30 
years ago, in 1926? 

Mr. McCoy. Well, I am not sure I would agree that competition is 
more restricted simply because there is a lesser number of producers. 
I should think competition can be just as keen between 15 producers 
as it could be with 75 or 150, so far as competition goes. 

Mr. Sprincer. Let us stay with that cushioning, and then I want 
to come back to this question of competition in just a minute. I want 
to stay with this question of cushioning and I want you to listen to 
this statement made by the American Newspaper Publishers Asso- 
ciation on the same day: 


It was not until the last quarter of 1956 that newsprint producers, straining 
operations to an average of nearly 104 percent of capacity, were able to begin 
equalizing production with requirements. But all cutbacks had not been made 
up, and no cushioning margin of extra production was available. 
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Now, is that not a fair statement of what took place in 1956 because 
there was no cushioning? 

Mr. McCoy. You will note that inventories have climbed back to 
roughly the 45-day level. That is, according to the American News- 
paper Publishers Association who collect inventory data which I take 
it, would be largely the larger newspaper publishers. 

Mr. SprincEeR. When you made that statement, Mr. Me Coy, and 
when they make this statement that they are back to 45 days on 
their limit that they have on hand, nothing is said about the failure 
to perform on the contract and nothing was said in that statement or 
in your statement about the paper that was not delivered in the last 
half of 1955 and the first quarters of 1956. Is that correct? 

Mr. McCoy. I do not understand. 

Mr. Sprincer. It was under contract and it was not delivered. 

Mr. McCoy. | assume that all possible deliveries were made by 
every producer to its customers. 

Mr. Sprincer. Now, Mr. McCoy, are you familiar with the state- 
ments which were sent out by, I believe, every large paper company 
either in Canada or in the United States, at this time last year, on 
January 15 or February 15, that none of those newspapers expected 
to make up any of the losses that they had made under contracts for 
the last half of 1955 and up to that time? Do you recall those letters 
which were sent out? I can get one out of my file for you if you are 
not familiar with those letters. 

Mr. McCoy. Was this the complaint that they had not received the 
contracted amount? 

Mr. Sprincer. That is right, and as they did, they cut back on 
their contracts and did not deliver and then sent a statement the first 
and second months in 1956 that they did not intend to make up the 
shortages which they had failed to deliver on, on their contracis in 
1955. Are you familiar with that? 

Mr. McCoy. Only vaguely familiar by having read some of the 
material that you speak of. 

Mr. Sprincer. It is a fact and I am not misstating anything? 

Mr. McCoy. I assume that it must be, since these people stated 
that they had not received their contractual amounts. I am not sure 
what is meant by a makeup, however. 

Mr. Springer. | am talking just about what they were asked to 
deliver and they did not deliver under their contracts. Listen to this 
statement: 

The American Newspaper Publishers Association has reason to believe approxi- 
mately 400,000 tons newsprint were sold on the United States spot market in 1956 
at far above contract price. The cost to publishers was staggering, an extra bill 
of at least $20 million above contract prices. 

Now that was failure to deliver on contracts to which they were 
obligated to deliver and did not. It cost the American newspapers in 
this country $20 million additional. 

Mr. McCoy. You mean there has been a diversion from the con- 
tractual amounts to the spot market? 

Mr. Springer. That was my conclusion on the statement I made 
on the floor of the House at this time last year. That was a con- 
clusion I came to because | had from one publisher the spot market 
men who had sent that publisher notice that he could deliver all of 
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the paper that that publisher wanted and the publisher still could 
not get delivery from his paper company. 

Mr. McCoy. I cannot comment on that fact because I do not know 
about it. 

Mr. Sprincer. Coming back to this question again, Mr. McCoy, 
the newsprint companies “themselves do not at the present time have 
any plan for cushioning the kind of a situation of sudden increase in 
demand for advertising we went through in 1956. Am I right in that? 

Mr. McCoy. That 1s difficult to answer. If the expansion that we 
have indicated here comes about in these plans for expansion, we can 
only assume that the United States producers are trying to judge the 
market as carefully as they can and expanding to meet that market. 
Now whether they are consciously planning to have some excess 
capacity over and above what they believe will be the market, I could 
not say. 

Mr. Sprincer. Here is a conclusion, Mr. McCoy, which is stated 
by the American Newspaper Publishers Association and I quote: 

What should publishers reasonably expect from the newsprint industry? 
Nothing less than a stable uninterrupted flow of sufficient supply to satisfy 
requirements and provide a cushion for emergencies. Nothing more than a price 
which is sufficient to support this capacity, and provide an adequate profit 
margin—over the long range—for newsprint producers. 

This is not the case at present. ANPA believes it will not be the case in the 
foreseeable future unless newsprint producers are willing to revise their thinking 
in a spirit of fair play and cooperation with the market they supply. 

That is the opinion of the American Newspaper Publishers at this 
time, that there is not going to be between now and 1960 any plans 
presently underway by which the newsprint industry is going to take 

‘are of these emergency increases in demand which are so necessary. 

We have found out from the end of World War II down to the 
present time they have been necessary. 

Mr. McCoy. I assume the newspaper publishers are no diffe ‘rent 
than any other customers. They would like to see their supplying 
industry with a comfortable margin of capacity to meet upsurges in 
demand. 

I believe the big steel-using industries have always said from time 
to time that the steel industry does not keep an overcapacity sufficient 
to meet the surges in demand. If I were a consumer I would like to 
think that my supplying industry had a very comfortable margin of 
capacity to meet my needs. 

On the other hand, the producers in any industry, newsprint or 
any other, have a very difficult problem of trying to build capacity to 
meet demand and still not overbuild because excess ¢ apacity, especi- 
ally in some industries, is terrifically expensive to maintain when not 
fully utilized. 

Mr. Sprincer. You mentioned steel and now this committee 
happen ns to know something about that. Steel did what vou said and 
the President of the Unit ted States told them if they were going to 
produce more steel, which would be necessary in the years ahead, they 
had to do it right then and not wait for the future. 

The result was the biggest steel mill in the world at Camden, N. J., 
which we examined 3 years ago. That is what I am talking about in 
cushioning. That mill was in only about a fourth of production when 
we were up there in 1953. Today it is at full capacity, but suppose the 
mill had not been built. 
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Since you mentioned steel, I only wanted to mention that back to 
you, that steel did attempt to take care of its cushioning process. It 
did not go fast enough even at that, but it would not have built that 
plant if the President of the U nited States had not told them that 
they either had to do it or the United States was going to get into the 
business. 

I do not bring out all of those things in any criticism, Mr. McCoy, 
but I am just bringing out that you do have to have a cushion and we 
do not have it as far as newsprint is concerned. The thing that 
alarms me is that there is nothing being planned to take care of this 
situation. 

Now let me say this to you: Each time you have been up here or a 
member of your Department, it has not been because someone did not 
predict this plateau. You have done that every time. You are 
back up here because there was an unexpected increase which nobody 
expected. 

That is what this man is talking about in the American Newspaper 
Publishers Association, that there is no plan to take care of that 
situation. 

Mr. McCoy. I think that they are probably thinking of encouraging 
the newsprint industry to expand a little more rapidly, to provide 
this cushion, but you know we can all make mistakes in judgment 
about the future, at least, and either misjudge it or not. 

You spoke of the steel industry. There certainly has been no 
industry in this country that has expanded faster and spent more 
funds in expanding than steel. Yet they find at times that they are 
unable to meet the demand because sometimes this demand is very 
unpredictable. 

| think generally, these increases, these booms are quite unpre- 
dictable and maybe even the people in the business are surprised 
themselves by the elevel of activity. There has always been this 
matter of producers trying to judge the extent of the market. I 
think there is hardly any producer that would not like to judge it 
correctly because it would mean business for them. 

if our domestic producers of newsprint or any other commodity 
had been able to evaluate correctly the exact height of the market, 
| am sure they would have because no one likes to turn down business. 

Mr. Sprincer. Let me say this further: Each time that you have 
been up here has been on account of what happened in 1956 because 
someone failed to take care of a cushioning effect. The point: | am 
trying to raise today is, are you going to come back here in 1957 or in 
late 1958 or early 1959 with the same explanation we got the last time 
the Department was in here and with which it is in here today? 

There is no explanation yet, Mr. McCoy, of why we are not going 
to take care of that cushioning effect which I am predicting now is 
going to arise in 1958 or 1959 unless the industry does something about 
it. 

Mr. McCoy. Mr. Springer, suppose that in our estimates for the 
future here in 1958 and 1959 and 1960 we took account of the fact 
that we may have been conservative and suppose we deliberately 
increased our estimates 500,000 tons or some other figure. Do you 
think that that might result in the industry building more in the next 
2 or 3 years than otherwise would be the case? They might say to us 
that we were unduly optimistic. 
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Mr. Sprincer. I am not criticizing you, Mr. McCoy, at all, but 
I am criticizing the newsprint industry. I realize that you can only 
make an estimate. 

Mr. McCoy. I was wondering whether you felt that our estimate 
would have any influence on their future planning. 

Mr. Springer. | want to come to a second point. Do you have 
copies of contracts between these companies and newspaper pub- 
lishers in this country? 

Mr. McCoy. No, sir. 

Mr. Sprincer. Do you know anything about the contract that 
exists in any of these companies? 

Mr. McCoy. Personally I do not, sir. 

Mr. Sprincer. Is there anybody that is going to testify for you 
here that knows that? 

Mr. McCoy. I believe the chairman has asked Mr. Fred Mears, 
who has been with one of the paper companies, to testify on that 
subject. 

Mr. Springer. You are not an expert on costs either, are you? 

Mr. McCoy. No, sir. 

Mr. Sprincer. You do not have anything to do with costs? 

Mr. McCoy. No, sir, we do not. 

Mr. Sprincer. | believe that is all, Mr. Chairman. 

The CuarrmMan. Mr. Friedel? 

Mr. Frreper. Mr. McCoy, in reading your prepared statement you 
say that the consumption for 1957 will be 6,060,850 tons of newsprint, 
and by 1959 you expect it to rise to around 7 million tons a year? 

Mr. McCoy. We expect it to be 7 million for 1957. 

Mr. Friepev. And then you say in your statement that the United 
States was producing 1,600,000 tons and you expect that to increase 
by 200,000 tons. 

Mr. McCoy. Capacity in 1957—are you reading from my state- 
ment now? 

Mr. Frrepex.. | am reading from your statement. In other words, 
we are importing about 75 percent of all of the newsprint from Canada 
and other countries. 

Mr. McCoy. It is roughly in that order, yes. 

Mr. Friepe,. Has your Department done anything to encourage 
expansion of newsprint mills in the United States? 

Mr. McCoy. No, | should not say we have taken any positive 
action to expand newsprint in the United States. One of the projects 
which we thought might be helpful is the study of the use of hardwoods 
in the manufacture of newsprint. We gathered as much information 
as we could from both domestic and foreign sources about the utiliza- 
tion of hardwoods. 

If this contributed to a better knowledge of the use of hardwoods 
since there was a very large supply in this country, then that might 
be helpful in expanding production. 

Mr. Frrepex. From my information as a member of the committee, 
we found there are enough resources in the country as far as softwood 
and wood for the mills to make more newsprint in the United States. 

Mr. McCoy. If you include hardwoods. 

Mr. Frrepev. If they can use hardwood, I was told that they would 
never have any problem at all, as far as wood was concerned, to make 
newsprint. 
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Mr. McCoy. I think that that is a fair judgment at this time. 

Mr. Frrepet. Knowing that we will have to import around 
percent, are we not at the mercy of the market of Canada as far as 
price fixing is concerned? 

Mr. McCoy. Well, the dominant producing area has, I believe, 
generally set the price for newsprint, yes, sir. 

Mr. Frrepex. I am perturbed about the newsprint situation for 
quite a few reasons. I think in 1955 the newsprint shortage was 
much more critical than it is now, but we are always going to have to 
import newsprint. I thought the United States could somehow, 
someway,. try to correct that condition. 

Primarily the price of newsprint today in the United States is raised 
$4 a ton. Are they doing that because Canada raised it or because 
of economic conditions here? 

Mr. McCoy. I am not sure, but I believe the price increase was 
announced in Canada first. The Canadian price was increased. 

Mr. Frrepev. I want to make a few comparisons and see if it can 
be justified. In our investigation, in going through the various mills 
we saw some mills that were - expanding and also putting in high-speed 
presses so that they could produce more newsprint. 

As far as the market was concerned, there was no question about 
selling the newsprint. They had it sold even before they had it made. 
With the increased production and the high-speed presses, can you 
see any justification for the increase of $4 a ton in newsprint? 

Mr. McCoy. I could not answer that, sir, not having made any 
study of costs and so on. It would be quite improper for me tu pass 
a judgment on that. 

Mr. Friepev. Is it not commonsense that, if you can produce more 
under the same roof, costs should be lower. Unless they are trying 
to get their machinery cost back in 1 year? It seems to me that if 
they try to depreciate their machinery cost over a period of years 
their operating costs would be cheaper. 

Mr. McCoy. I would assume there are certainly some added invest- 
ments in speeding up any production process. I do not know in 
particular about the paper machines. Presumably to speed up re- 
quires some new investments and it may be more costly to operate 
at higher speeds. But again, I do not know and I should not try to 
answer that question. 

Mr. Friepe.. I know the machinery is very expensive. There has 
to be a large capital investment. But if they increased production, 
would not that bring the costs down? 

Mr. McCoy. Well, I believe in classic economics, the increased 
productivity should result in lower unit costs. However, there may 
be a lot of other factors offsetting increased productivity. I just do 
not know. 

Mr. Friepen. On the other hand, where a mill has not increased 
its capacity, and has not put in high-speed presses, it has also increased 
prices $4 a ton. Now, some might be justified and the others not. 
But why should both increase their prices $4 a ton? 

Mr. McCoy. Well, all I could give you on that would be that 
domestic producers see no reason why they should take any less price 
for their product than the principal supplier. 

Mr. Friepeu. This is a very, very serious question. 
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Mr. McCoy. I really cannot answer your questions on costs or 
justification of prices. 

Mr. Friepev. We are importing newsprint at these Canadian prices 
while we have plenty of room for expansion here in the United States. 
We also have a better competitive market which might make the 
prices more reasonable, so that the newspapers can get enough news- 
print. 

On the other hand, it is these small weekly newspapers that are 
always in jeopardy. Some have gone out of business because they 
could not get newsprint or because they could not pay increased costs. 

Now, is that not, in a way, curtailing the freedom of the press or the 
news to the people? 

Mr. McCoy. I cannot answer your question specifically. As I said 
before, I cannot answer about the cost of newsprint in relation to other 
costs in the publishing of a newspaper. I think, however, that the 
number of weekly newspapers has increased in the United States and 
there has been a decrease in the larger publications. 

Mr. Hate. You say the number of weekly newspapers has increased? 

Mr. McCoy. I believe figures show there has been an increase in the 
number of weekly newspapers. 

Mr. Springer. Will the gentleman yield at that point? I did 
not go to that because he said he was not an authority on costs, but 
you have pointed out the $4 increase. One southern company here 
has announced within 2 weeks of that $4 increase, a 6-percent decrease 
in its price. That was pretty hard to understand. 

The Canadian mill justified it by saying there had been an increase 
in shipping costs and I do not say that is true or not true, but it is 
surprising they increased theirs $4 and the southern mill decreased 
theirs 6 percent. That is the same newsprint. 

I would think that the production costs would be higher in the 
United States than in Canada. I just brought that in because the 
gentleman mentioned that. 

Mr. Frrepeu. I do not know whether it is true or not but probably 
you can answer. Have the freight rates been raised 11 percent in 
Canada? 

Mr. McCoy. I do not know. 

Mr. Friepexr. I understand that is true and I understand that 
there has been a 4-percent differential in the market value of the 
American dollar. That might be some reason for the increased cost 
in Canada. 

I do not know, but if it works one way, does it necessarily have to 
work the other way? It does not make sense. It seems that Canada 
is controlling our prices and the American paper mills here increase 
prices just because Canada’s prices have gone up. We are at the 
mercy of the Canadian mills. 

I think it is the job of your Department to go into that and see 
that we have proper production and are able to meet competition. 

Mr. McCoy. It is a very big undertaking to investigate costs and 
cost-price relationships, Mr. Friedel. We would also, I am afraid, 
be barred from examination of Canadian mills, even if we were to 
undertake such a study. 

Mr. Frrepev. I do not mean to go into Canada. If we have compe- 
tition here, Canada will not be raising its prices every 6 months or 
every year and then have the United States follow. 
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Mr. McCoy. I would be very much in favor of more competition 
from domestic producers and do not misunderstand me. 

The CuarrmMan. Mr. Flynt? 

Mr. Fiynr. Does the administration which you head, have any 
recent knowledge of the setup of the Alaska Pulp Co., Ltd., of Tokyo 
and the Alaska Lumber & Pulp Co., an Alaska corporation, wholly 
owned by Japanese interests. 

Mr. McCoy. May I ask Mr. Neubrech to answer that question? 

Mr. Neusrecu. We know they have been awarded timber rights 
from the Forest Service in Alaska to build a new pulp mill to make 
rayon grade pulp. We understand they are making good progress on 
financing of that mill, and we have heard that the mill may be erected 
this current year. 

Mr. Fiynt. Now, I want to ask you if that financing was the result 
of either a direction or encouragement from the State Department as 
part of the foreign economic aid program. 

Mr. Nevusrecxu. Not to my knowledge. 

Mr. Fiynv. Is it not true that if the State Department is going to 
encourage the acquisition and construction of pulp plants and in- 
dustries for the Japanese in the Alaskan region and area, even though 
they say this is going to be used for rayon manufacture and not for 
newsprint, is it not likely to lead to the next logical step to encourage 
the same Japanese interests or the Tokyo groups to come over there 
and erect a newsprint paper mill at the expense of excluding American 
industries which might like to do the same thing if they could get the 
favorable financing which has been given to these Japanese interests? 

Mr. Neusrecu. | was not aware of the State Department encourag- 
ing this Japanese mill or enterprise. Maybe they did. I am not 
aware of it. 

Mr. Friynt. Now, I have been informed that there have been 
considerable negotiations by and between the State Department and 
the Alaska Pulp Co., Ltd., of Tokyo and the Alaska Lumber & Pulp 
Co., with regard to the granting of certain timber rights and financing 
for the construction project that these people undertake. 

Also, it occurs to me that if the State Department is interested in 
building plants and equipping those plants to supply raw rayon to the 
Japanese rayon industry, to compete with the established American 
rayon and cotton textile manufacturing plants in this country, it 
would be one of the most certain ways to destroy the American textile 
industry. 

Also, if they are willing to do that, I can see no reason why the 
same one-world philosophy that brought about that idea of building 
up this Tokyo outfit to compete with and perhaps destroy American 
counterparts, that the next step they might take would be to encourage 
the acquisition of timber rights by these same Japanese interests and 
to put them in direct competition with American newsprint manu- 
facturers and to, in turn, force them out of business and let Japanese 
and Canadian interests control the production and the cost of Ameri- 
can-consumed newsprint to the exclusion of American-owned and 
operated newsprint industries. 

Mr. McCoy. As I understand the rights up there to timber and 
pulpwood, it is available to any corporation organized in Alaska or 
the United States. It has been available for some years, as you know. 

Mr. Fiynt. That is correct, and I am just wondering what the 
status of this Tokyo organization is at the present time, since I am 
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advised although I have not had it confirmed, that recent foreign aid 
commitments insisted upon by the State Department have made it 
possible for the Japanese interests to proceed with theirs at the ex- 
pense and to the detriment of the American interests. 

Mr. Youncer. Will the gentleman yield? I think that those 
statements without calling the State Department are rather unwar- 
ranted and I ask that the State Department be called to answer. | 
do not think it is a part of the Commerce Department and I do not 
think that those statements ought to go into the record without the 
State Department having an opportunity to answer them. 

Mr. Fiynr. Well, now, Mr. Chairman, I would like to advise the 
gentleman from California that on December 31, 1954, the then 
chairman of this committee wrote a letter to the State Department 
asking for that exact information. 

As far as I know, it has not been supplied. The only efforts to 
reply have been evasive or erroneous. | refer to the hearings of the 
subcommittee of the Committee on Interstate Commerce of the 
House of Representatives in its hearings on the newsprint study con- 
ducted from March 15, 1955 and on January 10 and 25, 1956. 

Mr. Youncer. I think that they ought to be given another oppor- 
tunity or else read into the record the letter that was addressed to 
them, which they have not replied to. 

Mr. Frynt. I think nearly 3 years is enough. I was asking Mr. 
McCoy if he had any knowledge of this and I think his answer was 
that he did not. 

Mr. McCoy. Not so far as financing; I do not know about that. 

Mr. Fiynt. I would like to return to a question which I interposed 
during your direct testimony this morning, on the effect of the in- 
creased interest rates on the willingness of American enterprise to 
expand in newsprint production. 

Are you prepared to state that there has or has not been any adverse 
effect on proposed expansion and development because of this increase 
in discount and interest rates? 

Mr. McCoy. I do not know of any in this particular field. It may 
well be that interest rates have something to do with the size of these 
projects, but I could not answer your question specifically. 

Mr. Fiynt. Will you repeat for the record, or if you can recall, your 
statement this morning on the new construction which has taken place 
in the or 3 years in the newsprint industry? 

Mr. McCoy. I do not know that we had the figures on the amount 
of expenditures. 

Mr. Fiynr. I mean the plants and I do not expect you to give the 
exact dollar volume. 

Mr. McCoy. I would rather Mr. Neubrech would give that if we 
have the names of the companies. 

Mr. Nevsrecu. I will see if | can remember them again. The last 
4 or 5 years, Great Northern in Maine, and Bowater in Tennessee, and 
Southland in Texas, and Santa Croix, Coosa River and International 
Mobile, and the proposed mill in Arkansas. 

Mr. Fiynt. That would be six, I believe. 

Mr. Nevusrecu. That is right. 

Mr. Fiynt. Do you recall whether any of those have been started 
in the last year or 18 months or were they prior to that time? 
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Mr. Peprerson. The International Mills at Mobile, Ala., was started 
within the last year and it is in production as of right now, within the 
last quarter. 

The mill in Arkansas is under construction now. The Coosa River 
mill has an expansion underway at the present time. The St. Croix 
mill in Maine is undergoing an expansion at this time. The Great 
Northern Paper Co. is continuing their expansion that has been going 
on for the last 3 or 4 years. 

Mr. Fiynr. | have no further questions. 

Mr. Mack. Mr. Schenck? 

Mr. Scuenck. I am sorry that circumstances beyond my control 
kept me from attending the hearing both this morning and this after- 
noon. ‘The newspapers in our Nation provide a very essential service. 
They keep people informed as best they can, within the space available, 
of local, national, and international matters. Sufficient space should 
be available to give necessary and adequate information of interest to 
all people. Newspapers are also, of course, a business and if they are 
to perform their civic functions they must make money. Therefore, 
they must have proper income from selling advertising space and 
selling the papers themselves. The decision as to the amount of 
space for news — is a constant question for the publishers and 
poses some very real problems. The cost of the newsprint on which 
newspapers are nsitvied is a very large item in the basic cost of the 
final newspaper and therefore these questions are of vital concern in 
the public interest. 

As I recall our study of this by our special subcommittee last year, 
we manufacture in this country about 20 percent of the total amount 
of newsprint, is that correct? 

Mr. McCoy. Our imports in 1956 were 77 percent and in 1957 we 
estimate about 76 percent. 

Mr. Scuenck. Out of our 20 percent or so, that we manufacture, 
do we not also export a good portion? 

Mr. McCoy. No, sir, only a small quantity. 

Mr. Scuenck. Is there a justification for that export with the 
newsprint as short as it is? 

Mr. McCoy. Well, I suppose justification lies in the fact that some 
people can secure newsprint and get an offer from abroad that is a 
better price perhaps than the going price here, and they sell it in ex- 
port, or where there have been some customers of some standing of our 
present mills who export a small quantity to areas that are deficient in 
newsprint. 

Mr. Scuenck. Are you indicating, Mr. McCoy, that the newsprint 
which is sold in export is sold at a higher price than that which is sold 
here? 

Mr. McCoy. Not necessarily, but you asked why are things ex- 
ported when normally there is a tight balance, let us say, between 
supply and demand. In those cases we usually find that there is an 
attractive offer from abroad, or there are commitments made by buyers 
in this country who buy for export. 

Mr. Scuenck. Well, Mr. MeCoy, has your study indicated that 
due to increased literacy in other nations, a demand for newsprint 
will go higher? 

Mr. McCoy. I believe our projection shows of course some increase 
in world demand. 
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Mr. Nevusrecu. Yes, that is right. 

Mr. Scnencx. Have you worked out a plan to increase the produc- 
tion in this country by turning some acreage that is now in unprofitable 
farming into profitable farming from the standpoint of raising soft- 
wood pulps? 

Mr. McCoy. The Department of Commerce has no plans of that 
sort. I understand that the soil-bank program does call for forestation 
and probably the growing of trees where that is suitable as a part of 
the plan. This is expected to contribute, I believe, to a considerable 
degree to the supply of wood in the future. 

Mr. Screnck. And do you agree that the wood for such production 
can best be grown in the southern portion of this country? 

Mr. McCoy. I would hesitate to answer that question. I do not 
know. I suppose that the growing of trees by the soil bank, if it 
materializes, will be species that are adaptable to the area. 

Mr. Scnenck. | think that our subcommittee found that trees 
mature faster in the southern climates than they do in the Canadian 
climates, for example, and, therefore, that we are in a favorable 
position so far as encouraging the growing of pulpwood. 

Mr. McCoy. It may well be that a is the case, but you should 
ask a professional forester about that. I do not know. 

Mr. Scuencx. Mr. McCoy, at the present time newspapers are 
faced with a very difficult decision because they just cannot absorb 
this increase in per ton of newsprint costs, since they use so many 
tons. For the papers in my home city of Dayton, the cost would 
probably increase them $200,000 by this latest increase of costs. 

They have to do one of perhaps several things. One is to increase 
the advertising rates, which I suppose adds to the inflationary situa- 
tion, and they have also to increase the price perhaps to the readers. 
But what seems really serious to me is that it is a form of news censor- 
ship, is that not true? 

If a greater portion of the newspaper must be devoted to advertising 
in order to bring in income and a lesser percentage of the total column 
inches of the newspaper devoted to news, is that not a form of news 
censorship? 

Mr. McCoy. I do not know, Congressman, whether I would agree 
that that is correct or not. Obviously, every industrial enterprise 
which uses raw materials must accommodate itself to the price they 
have to pay for their materials. ‘There are many ways in which men 
in business meet that situation. One is increasing the price or the 
revenues for their services. 

I cannot answer specifically about newspapers as I said before, as 
to the relationship of the cost of newsprint to all other costs. Prob- 
ably in the case of a large metropolitan daily newspaper, which has a 
large circulation, the cost of newsprint may be more important to 
them, perhaps, than a smaller paper where the paper is a lesser cost. 
I do not know. 

Mr. Scuencxk. Well, I would not agree with that, because certain 
costs are just as important to a small weekly paper as they are to a 
large daily paper. But if a newspaper has to have so much income 
and has to base part of its income on advertising, or the amount of 
advertising and the rates that they charge, and if they have to increase 
the percentage of the paper devoted to advertising, then that decreases 
the amount of the paper devoted to news. Is that not true? 
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Mr. McCoy. If you assume that they can print only a certain size 
newspaper, I suppose that the conclusion is it would reduce the regular 
reading mater ial. 

Mr. Scuenck. Well, I understand from many publishers that they 
are on a schedule of 7 days’ supply of new sprint and that if anything 
happens to their transportation system or anything else, they are just 
out of business. So they have to watch their quantities of newsprint 
very closely. 

Mr. McCoy. We indicated here that the general practice is to carry 
about 45 days’ inventory of newsprint. That does not apply, of course, 
to the very small ones. 

Mr. Scuenck. | understand that that would be a very desirable 
situation, but if newsprint is in short supply and they cannot do it, 
they are i against that. 

Mr. McCoy. In times of scarcity, where they reduce their inven- 
tories as | pointed out in my statement this morning, and this is 
according to the inventories collected by the American Newspaper 
Publishers Association, inventories had declined to about 34 days 
inventory and they are up again now to, or about, 45 days supply 
on hand. 

Mr. Scnenck. | am sorry, Mr. McCoy, I did not hear your ex- 
planation of what the Department is doing. But I sincerely hope 
that the Department of Commerce will have a program designed to 
encourage increased production of newsprint in this country from 
various kinds of materials so that our newspapers here will not have 
to voluntarily or involuntarily as the case may be, reduce the news 
coverage that they can give the important stories of the day. 

| hope that your Department is doing everything it can to avoid 
that kind of a situation. 

Mr. McCoy. I think we will do what we can. Obviously, we have 
no reticence whatever in encouraging industries to expand. However, 
it is business that risks their money and we do not risk their money 
for them. 

I am sure that we will do whatever we can to encourage expansion 
in the newsprint industry here. If our reports on the outlook are 
helpful, that may be of some value in this program. 

Mr. Scuenck. How many employees are under your control, Mr. 
MeCoy? 

Mr. McCoy. About 400. 

Mr. Scuenck. Out of that 400 there ought to be some that could 
be devoted to proper research in these questions. 

Mr. McCoy. Our money is very tightly controlled by the Congress, 
sir, as to what we use it ier. 

Mr. Scuenck. Well, it may be more tightly controlled, but cer- 
tainly there ought to be a = dacaiiniie on the part of a department like 
yours with 400 employees to do a good job in the public interest and 
service. If this is not true then Congress can easily justify a con- 
siderable budget reduction in the interest of the taxpayers. 

Mr. Nea. It would seem to me from evidence that has been given 
here that your Department is almost completely subject to acquiring 
and assembling statistical information. Is that true? 

Mr. McCoy. A large part of the function of the Department; yes; 
is to collect and disseminate economic information. 
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Mr. Neat. Now, in following your statement here from time to 
time, it would seem bo me that you have not at any time suggested any 
constructive help toward bringing about an increase in the amount of 
newsprint. 

What I would like to know is this: Are you limited by law to noth- 
ing more than an accumulation of statistics and reporting? What is 
your function beyond the fact that you assemble these statistics? 

Mr. McCoy. We assemble statistics under various authorities of 
the Congress to collect information on production and consumption 
and distribution. 

Mr. Neau. Your relations are then with the Congress? 

Mr. McCoy. Yes, but the basic statute of 1903 charges the Secre- 
retary of Commerce with fostermg and promoting the commerce of 
the United States and the manufacturing and transportation in- 
dustries. 

Mr. Neat. Do you have any relationship whatsoever with the 
ODM? 

Mr. McCoy. Very much so. 

Mr. Neat. In what capacity? 

Mr. McCoy. We call it a delegate agency from the Office of Defense 
Mobilization. 

Mr. Neav. You furnish them information? 

Mr. McCoy. Yes, and we are assigned certain mobilization fune- 
tions by the Office of Defense Mobilization. 

Mr. Neat. Does the Office of Defense Mobilization have similar 
agencies that function in the same capacity as you do? 

Mr. McCoy. No, sir. 

Mr. Neau. It depends entirely upon your organization to furnish 
them information? 

Mr. McCoy. Yes, sir; to a very large extent. 

Mr. Neau. I notice that you made a statement here that two of the 
applicants for tax relief 

Mr. McCoy. Accelerated amortization. 

Mr. Neau. They returned their certificates? 

Mr. McCoy. Yes, sir. 

Mr. Nea. Can you explain why that was done? 

Mr. McCoy. I would have to ask one of the men who worked on 
those particular applications. Why did the two firms return their 
certificates for accelerated amortization for newsprint? 

Mr. Preperson. Those two who returned it were making newsprint 
from wastepaper or de-inked newspaper and they decided not to go 
ahead, either for financial reasons or whatever it was. 

Mr. Nea. T he vy were to engage in the conservation of wastepaper, 
was that proper? 

Mr. Peperson. That was what they had in mind. 

Mr. McCoy. I recall that these two asked for a loan from the 
Government, and it was not granted. 

Mr. Neat. Allright. Now, I would like to ask one other question. 
In speaking of this spot paper that many consumers have to resort 
to in order to meet their demands, do you have any knowledge that 
there is any hidden organization anywhere that seems to get control 
of certain amounts of produc tion in order that they might be ready for 
the spot market when ‘the demand comes? 

Mr. McCoy. No, sir; we do not. I do not think that the situation 
in the spot marketing of newsprint is any different than it is in some 
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other materials with which we have had any experience. In times of 
demand in excess of supply, there is always what is called a free 
market that develops somehow, someway. 

Mr. Neat. To go one step further, when Canada refused to deliver 
their full quota on their contracts during the last year, and not only 
the Canadians but the American newsprint people also refused to 
supply the remaining portions of their contracts in 1956, do you think 
that they were within their rights when they withheld that? 

Mr. McCoy. I really cannot answer that because I do not know 
the situation in each case. Maybe one of these men can give an ex- 
planation of it, why the producers did not or could not deliver in full 
on their contracts. 

Mr. Neau. You would not think that they anticipated a $4 increase 
per ton in early 1957, and withheld the portion of undelivered 1956 
supplies for the purpose of making that excess profit? 

Mr. McCoy. I would not know whether they had anticipated that 
or not. 

Mr. Mack. I wonder if you would withhold these questions for a 
few minutes and then you can continue with your questions. I would 
like to recognize the gentleman from Massachusetts. 

Mr. Macpona.p. | was interested in the Alaskan situation where 
the Japanese have a mill going in to Sitka. Have they started con- 
struction there yet? 

Mr. McCoy. I believe not, sir. 

Mr. Macponatp. But they have been awarded the money by the 
State Department? 

Mr. McCoy. I know nothing about the financing of those two 
projects. If there is financing from the International Cooperation 
Administration or from the World Bank or from the Export-Import 
Bank, I do not know about it. 

Mr. Macponavp. That brings me to my main question. What is 
the relationship between your Departme nt and the State Department 
in matters of commercial operations such as exists at Sitka? 

Mr. McCoy. The Department of Commerce requests and dis- 
tributes information on foreign economic developments and promotes 
international trade. 

Mr. Macponap. Will this be a classie example of that? 

Mr. McCoy. | am talking about with foreign countries. 

Mr. Macpona.p. | understand that Japan still is a foreign country. 

Mr. McCoy. The information was made known to us. However, 
vou must remember that these projects are ones which the Department 
of Agriculture is willing to grant to any reputable concern which meets 
their conditions of utilizing those resources. 

Mr. Macponatp. But that is not your Department? 

Mr. McCoy. No; this is the Department of Agriculture, that 
controls the grants and the lands and the rights and prescribes how 
any company operating in Alaska shall gather the timber, and so on, 
and the rules and regulations. 

Mr. Macpona.p. I am trying to find out what the relationship is 
between your Department and the State Department. 

Mr. McCoy. We have very close relations on all matters relating 
to foreign economic policy. 

Mr. Macponaup. Could I stop you there? Would you not say 
this is a classic example of a foreign economic policy’ 
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Mr. McCoy. Surely, it is an example of private foreign investment 
in United States possessions. 

Mr. Macpona.p. I would like to repeat the main question. Are 
you not consulted about that? 

Mr. McCoy. Yes; we are informed about developments; yes, but 
I do not know the 

Mr. Macpona.p. I did not say “informed,” I said ‘‘consulted.”’ 

Mr. McCoy. I would say in this case “‘informed.”’ 

Mr. Macponatp. They did it and then informed you that they 
were going to do it? 

Mr. McCoy. Well, wait a minute. The Department of Agricul- 
ture was the primary agency which had to make the first decisions 
about these two companies locating in Alaska. We just knew about 
that, and it was none of our responsibility, of course, to have anything 
to do with it. 

Normally, they do not have to consult other departments about that 
sort of thing. Now, with respect to how the projects will be financed, 
as I say, I personally do not know how that is being done. 

Mr. Macponatp. Is there anyone in your Department that does 
now? 

Mr. McCoy. If it involves Government financing, there is someone 
in our Bureau of Foreign Commerce that would know, and I would 
be glad to ask them about it. 

Mr. Macponatp. When he tells you, if you could make it a part of 
this record, I would appreciate it. 

Mr. McCoy. I will be glad to do it. 

Mr. Macponaxp. | was chairman of a subcommittee which ex- 
amined this last summer and I did not understand then and I still do 
not understand the financial setup and I talked to a number of people. 
I just get passed on from one to another, and I have yet to come up 
with an answer. 

Mr. McCoy. I would be glad to develop all possible information 
on how those projects are being financed or how they plan to be 
financed, if that information is available. 

Mr. Fiyntr. Would the gentleman yield? If the money is to come 
from any United States Government agency, either directly or in- 
directly, through the International Cooperation Administration or 
through an agency like the World Bank, in which the United States 
has a large investment of capital stock, should not that be a matter 
of public information? You said that it might not be, and I am just 
wondering if it would be. 

Mr. McCoy. It will be a matter of public information after a 
decision has been made on it, and in considering such projects there 
is a representative of the Department of Commerce on an inter- 
departmental committee which advises on those matters. 

But I have to tell you today that I do not personally know anything 
about those projects. However, I will be glad to find out for you and 
let you know. 

Mr. Macponatp. May we have it inserted in the record at this 
point? 

Mr. McCoy. Yes, sir. 

(The following information was supplied by the Office of the Direc- 
tor, Bureau of Foreign Commerce, United States Department of 
Commerce, on February 28, 1957:) 
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The following information is submitted on the Japanese plans for financing the 
Alaska Pulp Co., which we understand you require for transmittal to the House 
Interstate and Foreign Commerce Committee. Although this represents informa- 
tion concerning the status of plans as of November 1956, we have received no 
indication of changes in these plans since that date. 

The total amount of financing required by the Sitka mill project in Alaska is 
$55,500,000 of which $27 million is expected to be raised in the United States and 
$28,500,000 is expected to be raised in Japan. The proposed terms of the Jap- 
anese financing include loans from (1) the Export and Import Bank of Japan 
amounting to $19,950,000 at an interest rate of 5 to 5% percent; (2) the Industrial 
Bank of Japan amounting to $2,500,000 at 9.85 percent interest; (3) from the 
Japan Long Term Credit Bank amounting to about $1,390,000 at 9.85 percent; 
(4) and from 10 Japanese city banks (Mitsui, Mitsubishi, Sumitomo, Fuji, Sanwa, 
Daiichi, Kangyo, Tokyo, Tokai, and Daiwa) amounting to about $416,000 each 
making a total of $4,160,000. About $500,000 represents the Alaska Pulp Co.’s 
-apital. 

The $27 million expected to be raised in the United States through the offices of 
Dillon Reed & Co. include a planned $20 million first mortgage bond issue to be 
sold to American insurance companies bearing a 4'4 percent rate of interest and a 
loan of $7 million to be obtained from the American Overseas Finance Corp., at a 
5 percent rate of interest. 

No assistance was given to the Japanese in the financing of the project by any 
United States Government agency. 


Mr. Mack. Mr. Younger? 

Mr. Younaer. I am going to ask some questions, Mr. MeCoy, 
about this bulletin of the American Newspaper Publishers Association. 
Most of the questions have been asked. However, Mr. Chairman, 
only excerpts of it were read into the record and, unless there is some 
objection, | think that it would be well to put the entire bulletin into 
the record so that there would be no statements taken out of context 
or anything. 

Mr. Mack. Your request is to have it inserted at this point in the 
record? 

Mr. YounGer. Yes, sir. 

Mr. Mack. Without objection, it will be included in the record at 
this point. 

(The bulletin referred to is as follows:) 


From the American Newspaper Publishers Association, Newsprint Bulletin, January 23, 1957] 
THE NEWSPRINT PicruRE—1956 


Inadequate supplies of contract newsprint and the crushing burden of another 
price increase made 1956 a difficult year in newspaper publishing. 

Newsprint consumption rose in 1956 to all-time high levels, reflecting new rec- 
ords in advertising and circulation, and confirming the accuracy of ANPA 1951 
forecasts for both newsprint requirements and newspaper volume. Supply did not 
keep pace. 

After a decade of rising consumption, newsprint producers failed again to meet 
demand on a normal contract basis. With production oversold and mills straining 
their operations above rated capacity, cutbacks in deliveries were inevitable as 
overselling, strikes, power failures, breakdowns, and other emergencies left some 
mills unable to meet their commitments. 

As a result, many publishers were forced to buy newsprint in the spot market 
at exorbitant prices despite their best efforts toward conserving their dwindling 
stocks, 

THE 1956 SPOT MARKET 


Most publishers faced the beginning of 1956 with newsprint stocks depleted by 
unprecedented consumption in 1955 not matched by production. Delivery cut- 
backs by many mills indicated no help could be expected in the way of additional 
contract tonnage. Thus many publishers found themselves scrambling for news- 
print in a spot market at prices ranging more than 60 percent above the $131 per 
ton base contract price generally prevailing at the beginning of 1956. 
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Some 180,000 tons of newsprint flowed into the high priced United States spot 
market from England, France, Austria, Italy, West Germany, and even Japan. 
At least another 75,000 tons were sold in the spot market at premium prices by 
marginal domestic mills. An estimated 50,000 tons of United States and Canadian 
production were diverted by export agencies into the United States spot market, 
and perhaps an additional 100,000 tons from United States and Canadian paper 
merchants and other sources. 

ANPA has reason to believe approximately 400,000 tons of newsprint were sold 
on the United States spot market in 1956 at far above contract price. The cost to 
publishers was staggering—an extra bill of at least $20 million above contract 

rices. 
7 Even so, the spot market hardly offset cutbacks in deliveries. Publishers, in 
many instances, were forced to limit advertising—several to the point of eliminat- 
ing all advertising in some editions. 


NEWSPRINT CAPACITY IN 1956 


During 1956, it was anticipated that 334,000 tons of new newsprint capacity 
in the United States and 467,000 tons in Canada were scheduled to start up. As 
the year came to an end, not all of this capacity had come into existence. 

In some instances, this was due to construction delays and labor difficulties. 
In others, to the fact that announced capacity figures for a new mill just beginning 
to operate can be deceptive. Considerable time elapses before a newly operating 
mill can expect to get rated capacity performances from its machines. 

It was not until the last quarter of 1956 that newsprint producers, straining 
operations to an average of nearly 104 percent of capacity, were able to begin 
equalizing production with requirements. But all cutbacks had not been made 
up, and no cushioning margin of extra production was available. 


PLANNED CAPACITY BY 1960 


By the end of 1959, new capacity firmly scheduled for installation amounts to 
850,000 tons in Canada and 630,000 tons in the United States. This new capacity 
will only raise total North American capacity to around 9,500,000 tons—equal 
approximately to the ANPA estimate of the total drain from all sources upon 
North American production in 1960. 

As ANPA has pointed out previously, this leaves publishers with no prospect 
of capacity by 1960 to cover unexpected increases in demand such as occurred in 
1955 and 1956. Except for short periods, the balance of supply and demand must 
continue to depend on overcapacity operation. Until enough capacity has been 
installed to provide an adequate cushion to protect consumers against mill pro- 
duction stoppages and sudden increases in demand, periods of short supply are 
inevitable. 

NEW MACHINE INSTALLATION 


The shift to new machine installation in new Canadian projects, with 11 new 
machines scheduled to make up the major part of new production during and 
after 1957, indicates that most of the older machines, largely installed over a 
quarter of a century ago, have been speeded up to the limits of technical feasibility. 

New machines now planned for installation will not provide sufficient tonnage 
to supply the 500,000 to 1 million tons above normal requirements that should be 
available to insure against increased demands and production stoppages in any 
year. And the questions that confront publishers are how much new machine 
sapacity will producers be willing to add to that already planned, and how much 
of this will they make publishers pay for in the form of increased prices. 


CONCLUSION 


What should publishers reasonably expect from the newsprint industry? 
Nothing less than a stable uninterrupted flow of sufficient supply to satisfy re- 
quirements and provide a cushion for emergencies. Nothing more than a price 
which is sufficient to support this capacity, and provide an adequate profit 
margin—over the long range—for newsprint producers. 

This is not the case at present. ANPA believes it will not be the case in the 
foreseeable future unless newsprint producers are willing to revise their thinking 
in a spirit of fair play and cooperation with the market they supply. 


Mr. Youncer. How long have you been with the Department? 
Mr. McCoy. Almost 29 years. 
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Mr. YouncGerR. You have no price control or no law which permits 
you to control or investigate the books of any company making news- 
print? 

Mr. McCoy. No, sir, or any other activity of that sort. 

Mr. Youncer. The only power you have is to encourage and offer 
to them a field which to you seems to be one that lacks supplies, is that 
true? 

Mr. McCoy. Yes, sir, and in full answer to the questions heretofore 
and to yourself about what are our functions and what can we do other 
than mere statistics, you will recall that we have made a study of 
hardwood, a very extensive one, bringing to light all of the experience 
here and throughout the world on that subject. We did conduct an 
investigation on bagasse and reported to the Congress. 

During the period 1951 to 1953 there was accelerated amortization 
granted for some four-hundred-odd-thousand tons of expanded news- 
print capacity. We have discussed from time to time, not recently 
I must admit, with paper producers their views about expansion of 
the domestic production. 

Obviously, without any controls or any direction from Congress 
that we shall do certain things in some positive way through lending 
money or some other method, our only way to encourage produc tion 
is to talk to people in the industry and make our views known to them 
about the outlook for the future. That has been done in this case. 

Mr. Youncer. That you have done to the best of your ability. 

Mr. McCoy. Yes, sir. 

Mr. Youncer. That is all. 

Mr. Ruopes. When you speak of newsprint, do you have i in mind 
only the rolls that are used on an ordinary newspaper press? 

Mr. McCoy. That is the most commoh form in which newsprint is 
put on the market but it is also sold in sheets and packages of sizes 
for small-newspaper use. A large quantity, however, goes in rolls 
for the big presses. 

Mr. Ruopes. Is there any shortage problem or pricing problem 
with regard to the production of other paper used in the printing 
industry? 

Mr. McCoy. I believe not, sir. I believe that the production of 
practically all paper products, boards, and so on, has been adequate 
for the demand. But I would like to refer to my assistants. 

As was mentioned here this morning, we have a broad and com- 
plete study underway of the entire demand-supply picture on paper, 
pulp, board, and newsprint which we hope to supply this committee 
with within the next 2 or 3 months. 

Mr. Ruopes. Could you tell us whether there is a newsprint short- 
age or price problem i in Western European nations and the countries 
of South America? 

Mr. McCoy. We could get reports from those areas, yes, and from 
the Foreign Service of the United States. I deck like to ask my 
associates who work on foreign reports if they have any recent infor- 
mation from those areas that might be available. 

Mr. Nevprecn. We obtained reports from 72 foreign countries for 
this new study we are working on and we do know that in 1955 and to 
some extent in 1956 there was a shortage on world markets as well as 
the United States. 
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Mr. Ruopes. Is there a source of supply in any of these countries 
that could be used in order to meet the demands for newsprint here in 
the United States? 

Mr. McCoy. I doubt that newsprint is available from many 
countries except those mentioned in the report, where certain spot- 
market transactions brought some small quantities from other 
countries. Certainly, the United States and Canada and the Scandi- 
navian countries remain the principal sources of newsprint for the 
world markets. 

Mr. Ruopes. Does your Department have figures to indicate that 
the expansion of newsprint production would not seriously endanger 
the timber resources of this country? 

Mr. McCoy. On the several reports we presented to this committee, 
we have asked the Forest Service to comment on that. The latest 
report I quoted this morning. The Forest Service indicated that our 
resources on wood seemed to be adequate for the next decade or so or 
longer. 

Mr. Ruopes. That is all, Mr. Chairman. 

The CuatrMan. Mr. Avery? 

Mr. Avery. You referred several times to this accelerated deprecia- 
tion that was granted certain producers of newsprint in order to 
expedite production. What responsibility would the Department of 
Commerce have in that? Was it merely making a recommendation 
to Congress or how did that come about? 

Mr. McCoy. The newsprint expansion goal that I mentioned was 
established by the Office of Defense Mobilization in accordance with 
an Internal Revenue Code provision which became effective in 1950. 
Under that statute a number of expansion goals were established and 
accelerated amortization wa’s given for those expansions. 

Mr. Avery. That was not a matter of discretion up to the Depart- 
ment of Commerce. The most responsibility you might have had 
would have been to make a recommendation favoring such action. 

Mr. McCoy. We initially, in the National Production Authority 
which at that time was a part of the Department of Commerce, recom- 
mended an expansion goal for newsprint. The Office of Defense 
Mobilization approved it and then applications under that expansion 
goal were considered by the Department and recommended for action 
to ODM. 

Mr. Avery. Other than the source of supply, what factors are 
there in Canada that makes it more conducive towards newsprint 
production than the United States? It seems kind of strange to me. 
We have established here by several witnesses that there is quite a 
potential source of supply of newsprint raw products in the United 
States. This has always been a country in which, wherever there was 
a dime to be made, someone was here ready to make it, or 2 or 3 
people were. 

Is there any particular reason or are there other factors involved 
why this industry has largely shifted into Canada? 

Mr. McCoy. In 1911, I believe it was, we put newsprint on the 
free list. Production expanded in Canada because of the very large 
timber resources there and waterpower was there and other factors 
which made production up there cheaper perhaps than in the United 
States and more generally favorably situated. 
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So that it is quite understandable that the Canadian production 
grew because of favorable circumstances from about 1911 or 1912 to 
the present time. 

Mr. Avery. Generally speaking, prior to 1911 the industry was 
pretty well balanced between the United States and Canada? 

Mr. McCoy. I do not recall the figure then, but it was indicated 
this morning that we lost a great many of our newsprint producers 
when the price went down in the 30’s, where low prices prevailed. 
There was obviously excess capacity in the United States probably as 
well as in Canada. 

Mr. Avery. I have just one further question. According to your 
chart, newsprint prices have advanced just a little over 100 percent 
since 1945, if | am reading the chart correctly. 

Mr. McCoy. You are reading the production chart there. 

Mr. Avery. I am referring to contract prices. 

Mr. McCoy. Yes; | see. 

Mr. Avery. That statement would be about correct, would it not? 

Mr. McCoy. Yes, sir. 

Mr. Avery. Has the Department made a study of how that rise in 
cost of newsprint has been reflected through the revenues of the 
publishing houses, either through advertising rates or subscription 
prices? Have they advanced in about that proportion or greater or 
less? 

Mr. McCoy. I do not think that we have ever attempted to analyze 
the relationship there at all. You have in mind the increase or the 
advertising linage rates? 

Mr. Avery. And the subscription prices. The inference has been 
given here that these publishers are in a sort of a cost-price squeeze 
like some other segments of our economy. But if | remember some of 
my own personal experie nces in subscription rates and to some extent 
with advertising, it seems likely they have always kept pretty well in 
mind those things i in establishing their rates and subscription prices. 

Mr. McCoy. I have not made any study and I cannot inform you 
on that. 

Mr. Avery. Would there by any agency that might have done that? 

Mr. McCoy. I do not know of any off-hand. 

Mr. Avery. That is all, Mr. Chairman. 

The CuarrMan. Mr. Loser? 

Mr. Loser. | have no questions. 

The Cuarrman. Mr. Alger? 

Mr. Anger. Mr. McCoy, are the newsprint producers under any 
other market conditions except those of free enterprise as we know 
them? Is there any coercion of any kind, Government help or im- 
pediment to get them in business or to get them out of business? 

Mr. McCoy. No, sir, it is a free market, with no import duties on 
newsprint so far as I know. 

Mr. Atcer. In your 29 years and before that, judging from the 
charts and what has been said here today, and from what you said a 
few minutes ago, when there was an excess of newsprint, some of them 
went out of business. 

Mr. McCoy. Or went into other businesses. 

Mr. Atger. They went out of the newsprint business. 

Mr. McCoy. Yes, sir. 
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Mr. Auger. Can you think of any better incentive than a profit 
motive? 

Mr. McCoy. No, sir, I cannot. 

Mr. Ateer. Can you think of any other conditions that will make 
possible the addition of more plants than the need and demand for 
additional newsprint and that it be profitable to do so? 

Mr. McCoy. I should think that if the price of newsprint is suf- 
ficient to attract new investments, that that would be a highly desir- 
le deveablopment. 

Mr. Aueer. But there is no other way to do it unless Government 
decides to go into the newsprint business, or subsidize it, isn’t that 
right? 

Mr. McCoy. Unless private initiative or private capital goes into 
private enterprise in this country, there is no other way except 
Government investment. You are quite right and there are only two 
kinds of investments here, private investment and Government 
investment. 

Mr. Atcrer. While I agree with that, whenever we Americans see 
the need, if something is not done quickly, we march in with our 
Government. I just want to commend you today for the fact that 
you made it clear that the Commerce Department has left business 
pretty well alone. J suspect that if Congress follows the pattern 
that we have followed in recent years, we will be running that busi- 
ness, too, before long. 

Thank you. I believe that is all. 

The CuarrMan. Mr. McCoy, in order that the members might know 
something about your background to meet the responsibilities which 
are yours in the Department of Commerce in connection with the 
problem, would you mind stating for the record how long you have 
been with the Department. 

Mr. McCoy. I entered Government service in the month of April 
1920 and I have been in Government since then. I entered the 
Department of Commerce in 1920 in the Census Bureau and I spent a 
year there and transferred to the Treasury Department. I was in the 
Treasury De partment until 1928 and re-entered the service of the 
Department of Commerce in 1928 and I have been there ever since. 

I have been largely engaged in this type of work, the promotion of 
foreign and domestic commerce all of that time with duties such as 
assistant and deputy administrator of the National Production 
Authority during the Korean period and then deputy administrator 
and administrator now of the Business and Defense Services Adminis- 
tration which has these two functions. 

One is on our general commercial function and the other responsi- 
bility is to the Office of Defense Mobilization on Industrial Prepared- 
ness for time of emergency. 

The CuarrMAN. You have had this responsibility in the Department 
of Commerce since that was transferred from tlhe National Production 
Authority to the Department? 

Mr. McCoy. Yes. My office of industry and commerce in 1950 
became the National Production Authority. In October, 1953, we 
just abolished the National Production Authority and we resumed 
operations in the Department of Commerce as a regular agency under 
the title of, ‘Business and Defense Services Admuinistration.”’ 

I personally have not been out of this general field in 28 years. 
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The CuatrMan. We had one of the members of the Texas Railroad 
Commission with us last week, and asked him how long he had been 
with the commission. He said 25 years and he went there as a tem- 
porary employee. I suppose that is not necessarily so with your 
division. 

Mr. McCoy. No, sir. I guess my job has been something more 
than temporary for me. 

The CHarrMAN. You were never in the employ or associated with 
private business in the field of paper and pulp? 

Mr. McCoy No, sir, I have not.. 

The CustrMan. What is the significance of the Business and De- 
fense Services Administration as related to the Defense Establishment? 

Mr. McCoy. Our responsibilities in the Business and Defense 
Services Administration come directly from the Office of Defense 
Mobilization on all matters relating to the development of a mobiliza- 
tion base in industry for an emergency. We administer, however, 
the present defe nse materials system which is a preference system for 
military and AEC production and construction. 

We administer this system of military priorities as we did during 
the NPA days. We have a direct relationship with the military on 
current military procurement. But all of our other matters are 
related to industrial production and nonmilitary industrial production. 

The CuarrMAN. Do | understand that you are partially under Dr. 
Fleming’s office and partially under Secretary Weeks’ office? 

Mr. McCoy. We are wholly under the direction of the Secretary of 
Commerce and the Assistant Secretary for Domestic Affairs. How- 
ever, Dr. Fleming has assigned responsibilities i in the field of industrial 
mobilization to the Department of Commerce, to the Secretary of the 
Interior and to the Department of Agriculture. 

But we in the Department of Commerce have a very large part of 
the total industrial mobilization function assigned to us from ODM. 

The CHarrMAN. And you are under Secretary Weeks’ supervision? 

Mr. McCoy. Yes, sir; and Assistant Secretary Mueller, the Assist- 
ant Secretary for Domestic Affairs. 

The CHairMAN. I wanted to get that information for the record, 
so that we would know just what vour status is in the Department. 

Now, in the field of newsprint, you have never asked for any 
legislation and in fact you do not see the need of any legislation, is that 
true? 

Mr. McCoy. I have no recommendation to make to this committee 
for any legislative action. 

The CHAIRMAN. You are satisfied that the supply of newsprint at 
the moment and in the immediate future so far as you can see, is 
sufficient to meet the demand? 

Mr. McCoy. That is our present prediction or estimate. Now, | 
admit that we could either overestimate or underestimate, but we do 
make an estimate based upon the best judgments we can arrive at. 
Our estimate is that the demand will about match the supply, with 
perhaps some little balances of supply over demand, but | again 
emphasize that these are estimates. 

The CHarrRMAN. I appreciate that and that is the thing that both- 
ered me some, that you have an estimated demand for products for 


this year of 7 million tons of newsprint and you have a cushion of only 
125,000 tons. 








52 NEWSPRINT STUDY 


Mr. McCoy. Yes, sir, we indicate, however, that while that is a 
tight fit, that some additional production might and could come out 
from both Canadian and United States mills which would provide 
some cushion there. 

Mr. Younger. I was wondering if you have any information as to 
possible Russian production from Siberia. They have a tremendous 
wealth of timber and do you know whether they are getting into the 
newsprint business for export? 

Mr. McCoy. I do not, sir. 

Mr. Nevuprecu. We do not know. 

Mr. Youncer. You have no information? 

Mr. McCoy. No. 

The CHatrMAN. I can appreciate the fact that since we operate 
under the system which we believe in, and we recognize that American 
business is the best way in the world to provide for the people, that 
you have little interest in getting into the pricing field. 

Insofar, however, as availability of information is concerned, you 
have little difficulty in obtaining information regarding the price as it 
affects the industry from the major newspapers of the country. 

Mr. McCoy. It would require some authority from the Congress 
to ask companies for financial information. We do not possess ‘that 
authority today to compel private companies to produce that sort of 
information. Of course, regulatory agencies make it their job to 
investigate anything in the field of illegal action and pricing and they 
have that authority, but we do not. 

[t is not assigned to us by the Congress to investigate prices or the 
justification for prices. 

The CHairMAN. I appreciate that, but I had reference more or less 
to the status of the newspaper industry from reports which you had 
obtained through the Bureau of the Census and under these various 
programs that you have for obtaining reports. 

Mr. McCoy. Financial information is not included in the census of 
manufactures or the census of business. Now, there are agencies, 
the Securities and Exchange Commission, and the Federal Trade 
Commission, which collect financial statistics. 

We, in the Department, together with one or other of those agencies 
do put out information on overall statistics such as business profits 
and corporate profits, but that comes from reported sources only. 
I doubt there are very many financial statements available from news- 
paper publishers and certainly, not from a large array of publishers. 

The CHarrRMAN. I had the impression from the statement that you 
made a moment ago that you would have no trouble getting the 
information from the major newspapers, but it was the weekly news- 
papers that you would have difficulty with and you had no way of 
obtaining it. 

Mr. McCoy. If I indicated we would only have a little trouble 
getting it from the big papers, I may have been too optimistic. It 
might also be a very large task to collect any adequate information 
from a large number of small publishers. 

The CuatrMan. Well, in this question of price and contracts, I 
wonder if Mr. Mears, from the experience he has had in the industry 
itself, could explain to us or give us any information about how they 
might be tied in to one another. 

Mr. McCoy. On the contracts, sir? 
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The CHArRMAN. On the price and contracts. 

Mr. McCoy. Mr. Mears is here and he will be glad to answer any 
questions he can. 

The CHarrMan. Now, Mr. Mears, I do not want to ask you any- 
thing that would not be appropriate in connection with your present 
capacity, but if you are in a position to take your hat off with the 
Department and put your hat on with the industry, maybe you could 
give us a little light on the subject. 

Mr. Mears. | can only do it on past experience. I am not con- 
nected with any paper company now. I have not been in business 
for over a year but I could talk to you in general about contracts and 
how they operate. 

The CHarrMAN. I wonder if you would mind doing that in the light 
of your experience with the industry in the past. 

In the first place, how long has it been since you were with the 
industry? 

Mr. Mrars. I retired from the Great Northern Paper Co. on the 
31st of December, 1955, and | came down here on January 16, 1956. 
[ still am not sure just how I got here. 

The CuHarrMAN. You retired, is that right? 

Mr. Mears. Yes. I was with the Great Northern Paper Co. for 
40 years. I went with them in 1916. You have seen here on this 
chart a very high peak there along in the 1920’s. In the late teens 
and the World War I period, there were contracts, but not too many. 
A great deal of paper was sold through middlemen and wholesalers. 
During that period, this price does not reflect anything like what 
paper was sold for. Friends of mine have said sometimes a car of 
paper would be sold 3 or 4 times from the time it left the mill until 
it got to the destination. That bitter experience, and the fact that 
a great many mills were ethical and did not like that, brought about 
what is now called the contract system. 

Now, there is no commodity market for newsprint such as there is 
for metals and other things. So one of the great stumbling blocks in 
these contracts, if they ran over a year, say 2 or 3 years, which was 
quite common, was to be able to state some protection pricewise to 
the customer. 

In my own experience, we had a device for a number of years of 
where we named in the succeeding year a top price which at times 
looked ridiculous, especially in the 1930’s, and we operated that way. 
Well then we got into World War II and eve ‘rything was frozen, and 
by the end of World War II the OPA on its own volition raised the 
price so far beyond these top prices that it was ridiculous. 

So we had to then negotiate with each customer for relief. 

Having gone through that, the only device that we could hit upon 
was to use the North American contract price. In Canada, a good 
many companies tied on to other companies. I cannot tell you what 
other United States companies do. They have their own devices, 
all aimed at giving some top protection to the buyer. Now that in 
effect is the crux of these newsprint contracts. 

As we proceeded into World War II, and it was obvious that the 
demand was just boiling up underneath the controls, many mills 
began to ask for long-term contracts, and these long-term contracts 
had a good deal to do with how far ahead they were going on some of 
their projects for the future. 
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If there is one thing involved in the manufacture of newsprint, 
outside of the price being such that you can make a dollar, it is whether 
you are going to run reasonably full. It used to be considered, and 
this varies with companies, that if you could not operate at least 80 
percent, you could not break even. I suppose nowadays, and this is 
conjecture on my part somewhat, these newer establishments would 
probably have to have a 90 percent rate of production in order to 
break even. This is a quantity proposition. There are very few 
small newsprint mills because you cannot make newsprint unless you 
make it in large quantities. One hundred thousand tons a year at 
least are required. 

So they wanted to know whether they were going to be sold full, 
and therefore these contracts kept going from 1 to 2 to 3 to 5 to 10 
years. Most of them I believe now are 10-year contracts. 

Then we get back to this price thing. How are you going to name 
a price 10 years ahead unless you use some device, tying it into the 
general market or with some other large producer? That is just 
what has happened. 

Now it is not disclosing a secret to say that Great Northern, through 
their legal advice, tied onto the North Americ an contract price. They 
would tell you this themselves, that their price would not exceed that 
of any major North American contract price east of the Mississippi 
River. That was for protection against freight because you cannot 
go too far away. 

Otherwise, the contracts that the newsprint manufacturers or 
publishers have, cover such things as the quantities. In this quan- 
tity aspect, it is put down first as an annual figure which is divided 
by 12. 

Now, if a publisher in any given month does not order the full 
monthly quota, and he goes on several months like that, he cannot 
force vou later on to go back and make up what he did not order. 
That is a very natural protection for a mill. I know from experience 
we have to exercise it, although in all of these contracts there is usually 
a gentlemanly sort of an agreement. Someone will come in and say, 
“This month I have this trouble and that trouble, and I cannot take 
all of the paper,”’ and you can make an arrangement right there and 
then with him to defer shipment until a later month. 

Then from there you go into a description of what you are selling, 
newsprint, and it requires a sample. Newsprint is practically all 
alike. Then you go into the freight allowance, and the price, and how 
you are going to notify them and in most contracts now you can notify 
the customer when you want to. You give him a notification. But 
one thing | want you to know, which was brought out here, and that 
is if a paper mill owes tonnage under a contract which they have not 
delivered and the price goes up, the customer gets all of that unde- 
livered tonnage at the old price and he does not hold back to get the 
higher price. That has appeared in the ANPA bulletin. It is well 
known among publishers, and sometimes it takes 2 or 3 months to 
catch up on the lower priced paper. 

Then in the contract there are other clauses, such as a clause in 
some of them to protect the manufacturer in case of very adverse 
circumstances, in the manufacture of newsprint, which enables him 
to notify the customer that he wants to get out of it, and then you 
negotiate in 30 or 60 days. The contract can be broken, in that time, 
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of course. That is just mere good sense, because when you have a 
contract running 10 years, you do not know what is going to happen 
in the intervening period. You just have this in there to protect 
yourself in case something happens. That is about all there is to it. 

The roll width is put in there, but it is just a token because we used 
to sell 72-inch rolls to the same people that now buy 60-inch rolls, 
and we make the paper on the same width machines. We have to 
find some way of getting rid of that surplus there, and that is 24 
inches of paper. It has always been customary for newsprint com- 
panies to go along with the publishers in their efforts to reduce costs, 
and to try to take care of the so-called side-roll proposition in some 
other manner. Usually it is by combining a narrow with a wider one, 
and so forth. 

That just about covers everything, Mr. Chairman, unless there is 
something specific that you want to ‘ask me. 

The CuarrMan. Mr. Mears, I have been trying to look into this 
problem with other interested members of the committee for a good 
many years. You have in about 5 minutes here given me a greater 
understanding of the problem and how it works than I have had 
during all of these vears that we have been looking into this matter. 

Mr. Mears. Thank you. 

The CHaAtRMAN. I am surprised it has not been cleared up hereto- 
fore because I understand perfectly well now the reason that people 
will not step out on their own and get into the newsprint business. 
The existing industry has them tied up under long-term contracts, 
and there is no market available for them. Even though there are 
all kinds of complaints all of the time, I think it is a system that no 
doubt had the best of intentions, and probably was designed and grew 
up to meet a problem at that time. 

But I do question if it has not grown up to a point where it has for a 
long time worked in reverse. It 1s the reason that we are having such 
great difficulty in getting people interested in going into the newsprint 
production business, even though they might have unlimited resources. 

Mr. Mears. Might I say, Mr. Chairman, that this going into 
long-term contracts is not always the choosing of the manufacturer. 
It has been a competitive aspect in the newsprint industry, where 
some mills would be offering long-term contracts and you were sticking 
to 3-year ones, and they would s say, “What are you fellows planning to 
do? Get cut of this business? Don’t you show any confidence in us?’ 
So what do vou do? It is not always the desire of the manufacturer 
to be tied up so long as that. But it has grown as a practice, in the 
industry, and if one company refuses to do it, the other company will 
just swipe his business. 

The CuatrmMan. That system is demanded by the larger publishers? 

Mr. Mears. Well, not entirely. I should say it is not demanded, 
but when it is offered to them, and if I go to you and say, “I have great 
confidence in you and I will give you an offer of a 10-year contract, 
and then ss someone comes in who i is only offering a 3-year contract, 
they will say, ‘What ails you? Are you going to get out of the busi- 
ness?”’ I can tell you that that is why we had to go to long-term 
contracts. 

The CHatrMan. That being true, it is difficult for me to understand 
the newsprint bulletin of the American Newspaper Publishers Asso- 
ciation, dated January 23, 1957, which was included in the record a 
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little while ago. To me this is considered quite critical, and it points 
up a rather difficult problem with reference to actual supplies. That 
is contract newsprint and that is what he is talking about. 

Mr. McCoy has given us a picture today that apparently all news- 
papers in the country can get an adequate supply. This bulletin of 
the American Newspaper Publishers Association seems to contradict 
what Mr. McCoy has said. In view of that, I think it is going to be 
certainly advisable for someone from the American Nex yspaper 
Publishers Association to come before the committee and explain just 
what they have in mind with this type of criticism in view of the 
factual information which has been presented here today. 

If anything I have said seems to appear more critical of the news- 


print producers, I should think what you have said would be equally: 


pointed at the publishers. 

Mr. Mears. It is quite possible. 

The CuatrMan. As long as that system continues, I frankly cannot 
see much chance of anyone on the outside getting into the business. 

Mr. Mears. Except when the demand exceeds the supply. 

The CHAIRMAN. Apparently, from what I have observed over the 
last several vears in investigating these problems, whenever somebody 
begins to talk about a shortage ‘somewhere, and moving in the direc- 
tion to do something about it, someone else moves in and they are 
taken care of. 

Mr. Mears. Well, Mr. Chairman, in the year 1954, we had the 
job of selling 100,000 tons of new production of newsprint. At that 
time the publishers were so unaware of the future that we were 
having difficulty in doing it. We even went into the export market 
to get rid of some of it. Then all of a sudden, the avalanche hit and 
all of the boys were in with a cup. 

If you have a new machine coming in, you have to sell it. They did 
not spend the money just to let it sit by and this is in the year 1954. 
In the latter part of that year there was some stirring, and I talked 
to a publisher just after Christmas in 1954 and I said, ‘‘Don’t you 
realize that by Easter you will be in a seller’s market?’ And he 
said that I was crazy. 

The Cuatrman. Then when they get into a critical shortage or at 
least into a shortage because some newspapers unfortunately cannot 
enter into these 10-year contracts at what they would consider to be 
a favorable price to them then, they have to go out and try to get it 
on the spot market. In doing so, their cost goes way up. Is that 
true or not? 

Mr. Mears.. Mr. Williams said the cost was $20 million. In 
another place he said there was 400,000 tons at I believe 60 percent 
over the contract price. In that case it would have cost him $31 
million. Now, in the former case, it would be the equivalent of a rise 
of price on the total consumption of newsprint of $3. In the latter 
case, it would be a rise in price of newsprint of over $4.50. Now they 
paid that last year. I would not say they all paid it, but those who 
had the money did. They did not go broke in 1956. 

The CuarrMan. That is not unusual in business affairs and eco- 
nomics as we know it in this country, is it? 

Mr. Maars. It is quite common. 

The CHatrMan. If the Newspaper Publishers Association is running 
into the problems which have been indicated to us and as outlined in 
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this bulletin, | think that they should be willing to come in and make 
some suggestions about how this problem should be met. 

Mr. Mears. They probably would, Mr. Chairman. 

The CHatrMAN. That is the point raised on the floor of the House 
the other day in connection with our resolution which was being con- 
sidered at the time. We are going to try to have them here, ‘and I 
think it would be helpful when we do that. if you and Mr. MeCoy 
would come back with them. Maybe we can get together and thresh 
out some of these things and have an understanding about them. 

Mr. Mears. I might point out in all of the vears I have been in this 
business, there is one publishing family that actually went into the 
newsprint business and that was the McCormack-Patterson family and 
they own the Ontario Paper Co., and the Quebec and North Shore 
Paper Co. in Quebec. Otherwise, except for stock ownership of a few 
companies like the New York Times, and possibly the Washington 
Star in a mill in Canada, they have been unwilling to go into this busi- 
ness. In the Coosa River, the Southland Paper Co., the Publishers 
Paper Co., and the West Takoma Paper Co., they have publisher- 
ownership, too. 

The CuarrMan. I knew that. In fact, that is the way the Lufkin 
plant started, and Coosa, both. 

Mr. McCoy. If the American Newspaper Publishers Association 
feels that our forward estimates are too conservative about demand, 
| suspect from my talks with some of the newsprint producers in the 
past they might well say, “If these people are willing to put up some 
contracts before us, we will consider going to more production than 
we had planned.”’ 

The CuHarrMan. It is just a matter of who is going to take the 
chance. 

Mr. McCoy. Surely. 

The CHArRMAN. | was talking to a party who has considered going 

the paper business, who has substantial resources available for 
such an undertaking. I tried to interest him in newsprint. He tells 
‘that according to market conditions and the economy of it and the 
sainisl of newsprint in this country and the problems, they could 
expect only a 3% or 4 percent return. 
As he said, “As you know, with construction costs and material 
igh as they are, no industry could go into this business 
without a much larger return.” 

Now, would you say, Mr. McCoy, or you, Mr. Mears, that that was 
a fairly accurate statement that he meaule? 

Mr. Mears. | would only just comment broadly that in going into 
it now, at the increased costs, he might have quite a time. You want 
to remember that a great deal of this production was put in earlier, or 
was tied on to older mills, so that the great increase was spread over a 
lot of production. But to go in and build a brand new ne wsprint mill 
today of a size that would be economical to run, might well be sone- 
where around that figure. That is just on general principles, | might 
say it would be a rather risky venture. 

The CHarrMan. In view of that, would you say that when appar- 
ently there was a shortage and some publishers were having difficulty 
in obtaining newsprint, that would be the reason for the increase of 
imports from these various countries, Finland as an example? 

Mr. Mears. Finland has been a very steady and dependable sup- 
plier, barring interruptions 4n World War II, of newsprint. They 
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operate very much as the domestic and Canadian industry do. They 
have contracts, and their prices are set in some manner as | have 
described. Finland is becoming a very large producer of newsprint. 

The CHarrMAN. We were in Finland about a year and a half ago, 
several members of this committee, and one of the subjects we dis- 
cussed was newsprint. They were quite concerned about it. In fact 
it was 1955. | observed here from your No. 4 report, you say, 
‘There was an increase in imports from Finland to the United States 
in 1956 over 1955, of 26.2 percent.” 

Mr. Mears. That is right. 

The CuatrMan. Is that due to the shortage that we had in 1955 
that was explained by Mr. McCoy? 

Mr. Mears. I think that their plans were made before that to 
produce this newsprint and they sold it in the United States and they 
operate not on a spot market basis in this country at least, but they 
operate on a regular contract basis. ‘They probably had made arrange- 
ments with certain customers here to take this paper. 

The CuatrMan. This is very informative to me because I had not 
had this explanation before about how this industry works. Do | 
understand from you that the greater percentage of newsprint is 
under contract? Or what percentage would yeu say? 

Mr. Mears. It would be at least 90 percent. 

The CHarrMAN. Now, in view of the fact that we depend upon 
Canada for about 78 pereent—— 

Mr. Mears. It is about 74 percent now. 

The CHartrMan. Taking the figures prese nted here a little while 
ago, I think it was a little more than 75 percent. Anyway, that is a 
substantial amount. Then, we are pretty well tied to the Canadian 
newsprint industry under long-term contracts for our supplies. 

Mr. Mears. I think we could say that that is true. Newsprint is 
the biggest single export from Canada. 

The CHarrMAN. | appreciate that, and it is very important. | 
know everything else has gone up, and all of the prices have gone up, 
and everything has, and we have to realize it. That was realized by the 
President when he made his statement to the Congress on the state 
of the Union. I do not suppose there is anything that has not gone 
up, unless it is electric utility rates in some areas where there has been 
tremendous increases in volume. I do not know of anything else 
anywhere in this country that has not gone up in price. Automobiles 
have gone up in price. Steel has gone up. And all commodities 
have gone up. 

I would have to say something about the farmers, who are having 
some problems there but gene rally speaking everything has gone up. 
We are in an expanding economy and you would expect newsprint to 
go up just like everything else has. 

On the other hand, I wonder if you have, Mr. McCoy, a chart or 
some information showing how the price of ne weprint has gone up or 
otherwise adjusted over a period of say the last 25 years? 

Mr. McCoy. Only that chart there which we prepared on an index 
basis. This is dollars per ton. 

The CuarrMan. That is on the basis of percentage increases? 

Mr. McCoy. On a dollar basis. 

The CuatrmMan. Do you know whether or not the small newspapers 
of the country are able to benefit by this procedure, this contract 
procedure? . 
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Mr. Mears. Well, it all depends on the small newspaper. 

The CuarrmMan. Take the weekly paper down in Calhoun County, 
Ark., as an example. 

Mr. Mears. If he uses one carload a year, he could make a contract 
with a mill. But he would have to buy it in a carload lot. A carload 
of paper for a weekly newspaper is a lot of paper. 

The CHarrMan. How do these small weekly papers throughout the 
country ever get a supply of newsprint? 

Mr. Mears. They buy it through wholesale paper houses, and most 
of these small weekly papers are run in connection with a job printing 
plant. The job printer has to have a source of supply for all grades 
of paper, and he gets the wholesaler to supply him with newsprint. 

Now, you ship it to the wholesaler in carload lots, and he distributes it. 

The CHarrMan. Does this wholesaler enter into these 10- -year con- 
tracts? 

Mr. Mears. He can if he wishes. 

The CuatrMAn. Does he though, in order to get it? 

Mr. Mears. Sometimes; yes. 

The CHAtRMAN. How extensive are these wholesale dealers? 

Mr. Mears. They cover the country. 

The CHarrMANn. How many would you say we have in this country? 

Mr. Mears. Hundreds of them. 

The CuarrMan. Do the large publishers do business through them? 

Mr. Mears. Very rarely. 

The Cuarrman. They do business direct? 

Mr. Mears. Yes. That is what I pointed out, after that peak in 
1920 the method of sales changed to contracts directly with the mills. 
Very few even medium-size publishers buy through wholesale paper 
dealers now unless there is some friendly basis on which they do it. 

The Cuatrman. The $131 per ton price which has been reported 
through the papers, was that directly to the publishers or was it to the 
wholesalers? 

Mr. Mears. If he buys carloads, it is the same price to the 
wholesaler. 

The CHatrMan. Now with that $131 a ton to the wholesaler or 
directly to the publishers, what then would that cost be to a small 
newspaper who cannot meet this kind of a procedure of contract 
business? 

Mr. Mears. I really could not tell you. That would be the whole- 
saler’s markup and so forth would come into that. That would be 
his cost of doing business. It would probably be based on his average 
markup which might vary from city to city. We do not have any 
control over that. 

The CuarrMan. I appreciate that, but I am trying to find out how 
it works. 

Mr. Mears. That is a regular wholesale paper jobber’s function 
and he does that with book paper, bond paper, wrapping paper, and 
all grades. He buys from the mills, and warehouses it and in some 

cases he may have direct customers that you ship to for him, but not 
very often in newsprint. 

The CHatrMan. I am glad to have this information because that 
is the phase of it I think that we are going to have to look into further, 
just how this procedure of contract between the producers and the 
publishers themselves is effecting the smaller newspapers throughout 
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the country. I am understanding more and more why when you get 
to the weekly newspaper it is so much more inferior than it is when you 
have your larger newspapers. 

Mr. Neat. If you follow it down to the limit, are you not really 
interfering with the negotiating privilege of a man between his whole- 
saler and the producer? If the wholesaler can get a contract for a load 
of paper and pay the freight and accept it, and carry some of it for 3 
months or 6 months, is he not under the laws of negotiating privileges 
between business, able to make individual contracts? If one man uses 
a little more, or if the freight differential gives him a little advantage, 
and he sells a little cheaper to one weekly newspaper than to another, 
you would not want to interfere with that; would you? 

The CuarrMan. | would not have any idea of putting anybody out 
of business. But I am talking about a procedure whereby industry 
ties up the market on long-term contracts where you have a thin 
margin of 125,000 tons, where you are dealing in 7 million tons. That 
is the only thing that seems to me to be a “difficult situation. Ce r- 
tainly, if you have sufficient supplies, that procedure which is normal 
and is according to the laws of economics of this country is satisfactory. 

Mr. NEAL. if I may go further, it would hardly be conceded that 
the average users of paper in whatever quantity would in any way 
overbuy and by such means sort of corner the market. You would 
not expect that to be the part of ordinary business methods. In other 
words, does it reduce the individual’s right to buy paper through 
private contracts, long-time or short-time contracts between the 
producer and the wholesaler? 

The CHatrmMan. The only question I raised is, if you are going to 
tie up the production in longtime contracts, for 10 years as has been 
stated, it seems to me the little fellow has a very limited opportunity 
of obtaining his needs. 

Mr. Neau. I have just one other question. If a manufacturer of 
paper makes a contract, does he specifically limit the amount of 
deliveries to a certain point? Does he leave the delivery point more 
or less flexible so that if his demands get greater he can have greater 
supply at certain periods on his own contract? 

Mr. Mears. Well, the contract with a wholesaler is made at the 
city in which he is located. He delivers it from there. 

Mr. Neat: But the quantity to be delivered in any one year is not 
specified; is it? 

Mr. Mears. It usually is. 

Mr. Nua. Is it? 

Mr. Mears. Yes; however with a wholesaler there are some shorter 
term contracts, very small ones. You might adjust that contract 
from year to year if his requirements go up. 

Mr. Nea. Then it is flexible. 

Mr. Mears. It is flexible, and there is a general tendency for news- 
print manufacturers to sell small publishers paper. In a tight situa- 
tion, you usually have to take it out of the hide of the big ones. 

Mr. Youncer. Would it not be possible for a manufacturer to 
make a long-term contract with the wholesaler which in turn would 
give the wholesaler an opportunity to deal with the small weekly 
paper on a similar contract for the length of time? He knows what 
his supply is going to be from the manufacturer, and then he can take 
that carload lot and he will split it up among 10, 15, or 20 weekly 
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papers in his area. He could make similar contracts with them, is 
that not possible? 

Mr. Mears. He could do that if he wished. 

Mr. Youncer. That is all. Mr. Chairman. 

Mr. Ruopes. I want to ask again about newsprint. I understand 
it comes in rolls as well as in flat sheets, but some newspapers are 
printed on a smooth enamel paper. Do you define that also as news- 
print? 

Mr. Mears. That is not newsprint. The sheet newsprint is sold 
very largely through wholesale paper houses. You do perhaps run 
into a bottleneck on the sheeting, because all mills do not provide for 
the sheeting. That takes extra equipment. There are a good many 
mills that have that equipment, but sometimes there is a bottleneck 
in that respect. It is very difficult to get it in sheets sometimes unless 
the jobber has equipment to do it or a cutter as they call it. 

Mr. Ruopes. Do you have any idea as to what percentage of the 
newsprint used by weekly publications, comes in rolls and how much 
in flat sheets? 

Mr. Mears. I really don’t know. 

Mr. ‘Ruopes. Is it not true that most weekly papers use flat sheets 
rather than rolls? 

Mr. Mears. Very often that is true. Nearly all of them use sheets, 
although some few have the flatbed presses that they run rolls on. 
Then some of them have gone into single cylinder presses, so as to 
zet away from sheets. 

Mr. Avery. I have become intrigued a little bit with this pricing 
situation, Mr. Mears. Mr. McCoy stated that the price in 1956 was 
$131 a ton on a New York City basis. How are those prices made? 
Rarely does any commodity have one price all over the United States. 
Is that an average price or f. o. b. factory price or what? 

Mr. Mears. There has grown up over the years sort of a zoning 
system which is predicated on the cost of freight from areas where a 
lot of newsprint is manufactured. The further you go from the North- 
east, or up in Canada over the Lake States, it gets a little higher. 
That explains the fact that there has been mentioned here that the 
International Paper Co. had cut the price in the South and then raised 
it. What the International Paper Co. has done, since they are now 
in the South, and there are other mills in the South, these southern 
mills had an average umbrella freightwise over them from $3 to $4 a 
ton because you obviously could not ship paper from New England to 
Texas or Alabama, unless you got some compensation for the extra 
freight. When the mills were located in the South, they took advan- 
tage of that. Now, the International Paper Co. is simply reducing 
the price in the South to the New York level or the zone next to New 
York, which is $131. 

Mr. Avery. | still do not quite see that. The price we referred to 
here on the chart, would that be a combination of the various prices 
of the various zones? 

Mr. Mears. That isa port price. Actually, it is $130 in New York. 
It is a minor matter since we are dealing with percentages. But there 
are certain cities all along the seaboard that years ago became desig- 
nated as ports, and because some Canadian mills are located on the 
seaboard, they ship into these ports. When you get a few miles away 
from that port, the price is $1 higher, and that is usually considered 
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the base price. The zone in general runs all of the way from New 
York State to the Mississippi River and down to the Mason-Dixon line. 
That price covers a tremendous area. I do not know about the prices 
west of the Mississippi River right offhand. I never had any occasion 
to get mixed up with them. T hen, as you went farther south, the 
price would go up $1 and then another dollar. I think down in T exas, 
it goes up as much as $6 or $7. 

But for years, the northern mills have not shipped into Texas by 
rail, but nevertheless the southern mills up until recently charged the 
old Texas price, or lower in other areas. 

Now what has happened is that simply there has been a readjust- 
ment of this freight zoning thing based on the fact that the mills are 
now located in the South. It is giving the southerners that saving in 
freight, which they are entitled to. 

Mr. Avery. By and large the prices we read about in the paper are 
the New York port price, the actual prices are based on that? 

Mr. Mears. Yes, sir. 

Mr. Loser. Would you say that the majority of the weekly news- 
papers throughout the country are using flatbed presses? 

Mr. Mzars. It would be rather difficult to say. 

Mr. Loser. A very substantial number then of these weekly 
newspapers are printed on flatbed presses. 

Mr. Mears. I would say a lot of them are. 

Mr. Ruopes. There are a number of flatbed presses where they use 
the rolls of paper. 

Mr. Losrer. But they use very largely the sheets, 24 by 36 or what- 
ever the size is of the format. 

Mr. Mears. Unless they have changed to this equipment of flatbed 
presses, that would be right. 

Mr. Loser. Do those publishers purchase their newspaper from the 
wholesale dealers in newsprint or is it acquired by purchase from the 
manufacturer? 

Mr. Mears. Usually from the wholesaler. 

Mr. Losrr. Then the publisher of a weekly newspaper that uses the 
single sheets for printing the paper has to pay a larger percentage, 
much greater than that paid by the daily publisher of a newspaper. 

Mr. Mears. He would have to pay, No. 1, the differential for sheet- 
ing it. 

Mr. Loser. And whatever the markup of the wholesaler is. 

Mr. Mears. And from there on; yes. 

Mr. Loser. 30 or 40 percent; would you say? 

Mr. Mears. I have no idea. 

Mr. Losrr. You have no idea at all? 

Mr. Mears. I have never been in that business. 

Mr. Loser. That is all. 

The CuarrMANn. I have just one more thing. I started to mention 
a moment ago that I proposed an amendment to the Defense Produc- 
tion Act of 1951 to extend rapid amortization to the newsprint industry 
which was accepted by the Banking and Currency Committee. There 
were nine such issues resulting from that. I understand two of them 
were turned back. 

Mr. McCoy. Nine companies received originally certificates for 
accelerated amortization, and two were turned back. 
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The CuarrMan. Now, I observe that you referred on page 4 in your 
statement to newsprint expansion goals. You referred to the 155,000- 
ton mill near Juneau, Alaska, which was one that you had not antici- 
pated in your proposed expansion goal. 

Mr. McCoy. By granting that one, it went to 571,000. 

The CHartrMan. Was that mill constructed? 

Mr. McCoy. No, sir. 

The CHatrMan. What happened to it? 

Mr. McCoy. I do not remember the particular company there. 

Mr. Nevusrecu. This Alaska mill is already referred to as part of 
the Georgia-Pacific Corp. mill which received the tax amortization, 
and obtained the award of timber, but have not yet started construc- 
tion of the mill. 

The CuarrMan. On the next page, this company also received a 
tax-amortization certificate in 1953 for the construction of 500 tons 
daily capacity of newsprint for Alaska. 

Mr. Neusrecnu. That is daily and the other was annual capacity. 

The CHatrMan. That is the same thing. 

Mr. McCoy. That is right. 

The CHarrMAN. Are there any more of these certificates being 
issued? Are any more certificates being issued for rapid amortization? 

Mr. McCoy. No, sir. 

The CHarrRMAN. Has that program been stopped? 

Mr. McCoy. Yes, sir; it has. There are only a few outstanding 
goals under that authority in the tax law, and they are being rapidly 
closed out. All expansion goals are being closed out. 

The CHarrMan. Is there any program that you know of for renew- 
ing it, any antic ipated program? 

Mr. McCoy. No, sir; not in newsprint. 

The CHarrMAN. But in any field? 

Mr. McCoy. There is a continuing goal on military facilities for 
military production but that is about “all that remains. 

The CuHatrMan. Are there any further questions? 

Mr. Neat. The ODM has power at any time for defense purposes 
to reinstate the program of subsidizing to the extent of allowing tax 
amortization; is that right? 

Mr. McCoy. Yes, sir; the statute still stands, and the Director of 
the Office of Defense Mobilization by and with the advice of the 
Defense Mobilization Board, can open expansion goals. 

Mr. Neat. Then may I ask this question as a final one: Do you feel 
that the tax amortization extension privilege has been successful 
insofar as permanently increasing the annual production of pulpwood 
and paper? 

Mr. McCoy. I feel so. 

Mr. Near. Thank you. 

The CHarrMan. I am glad to see the success of the program. The 
question I raised about it was that it had not gone far enough. I 
would like to see a little greater cushion myself for an industry as 
important to this country. 

Has England gone off rationing yet? 

Mr. McCoy. | believe they went off once, but they may be back 
again. 

Mr. Nevsrecu. They removed the controls this past year. 

Mr. Fiynr. Are they back on it now? 
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Mr. Neusrecu. As I stated, the latest estimate is that because of 
their economic situation their newsprint this current year will probably 
not increase. 

The Cuatrman. Mr. McCoy, thank you very much. 

Mr. Fiynt. I do not want to ask Mr. Mears a question. I simply 
want to say for the record what I planned to tell Mr. McCoy privately, 
but I think it should be in the record. My line of questioning regard- 
ing what I considered the Japanese windfall to the Alaska Pulp Co., 
Ltd., was in no way intended, nor should it be so construed, as a 
criticism of either Mr. McCoy or the administration or the division of 
the Department of Commerce which he heads. It is merely a subject 
on which we have previously requested answers to certain specific 
questions, and I am glad that I can eliminate you and your Depart- 
ment from any responsibility for the failure to supply the requested 
information. 

Mr. McCoy. Thank you. 

The CuatrmMan. Thank you very much, Mr. McCoy, for your pres- 
ence here today, and also Mr. Mears, and your other associates. 
We appreciate you taking your time and bringing to this committee 
the information which you have given us on this subect. We are 
interested in receiving your report when you have completed it. 

Mr. McCoy. It is a pleasure to appear before you. 

(Thereupon, at 4:40 p. m., the hearing was adjourned.) 
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MONDAY, JUNE 3, 1957 


House or REPRESENTATIVES, 
ComMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C. 

The committee met at 10 a. m., in room 1334 New House Office 
Building, pursuant to call, Hon. Oren Harris (chairman) presiding. 

The CuarrMan. Let the committee come to order. 

Before we start with the hearings this morning, I think it would be 
appropriate for the Chair to announce to the members who have not 
already been informed that our beloved former colleague and chairman 
of this committee during the 82d and 83d Congresses, Mr. Robert 
Crosser, passed away at 4 o’clock this morning. I do not know what 
the arrangements are as yet but I am sure that an announcement will 
be made during the day. For the benefit of members of the com- 
mittee, we will try to send a memorandum to each one’s office. 

Mr. Crosser first came to the Congress, as I recall, from the record, 
in 1913. He was out I believe two sessions in the twenties and came 
back in 1923. He had a total service of 28 years, representing the 
great 21st district in Cleveland from which he came. 

I am sure that appropriate tribute will be paid to bim on the floor 
of the House and that this committee will, as it has in the past, 
arrange an appropriate tribute by resolution for the record and 
present it to his family. 

[ think it might be sufficient to say here that those of us who knew 
Mr. Crosser over the years appreciated the life service that he ren- 
dered; his honesty and sincerity, and integrity at all times, and we 
regret his passing, even though he has lived a very full and useful life. 

The Cuarrman. The first of this year the committee conducted 
hearings or meetings to obtain information from the various depart- 
ments of Government that come under our jurisdiction. 

One of the subjects of vital concern and import to this committee, 
the Congress, and the Nation, coming under the jurisdiction of this 
committee and to which we have given a lot of attention during the 
last several years is the subject of newsprint. We have many responsi- 
bilities, but I do not know of one that has more import to us, so far 
as the progress of the general public is concerned, than the subject of 
newsprint. 

Mr. McCoy and his associates from the Department were here 
early in the year. In view of the fact that the American Newspaper 
Publishers Associstion had a great deal of information on the subject, 
and we understood that they had at least some divergent views from 
what we had received from the Department, we endeavored to get 
Mr. Cranston Williams, general manager of that great association, 
here for a meeting. 
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Well, 2 or 3 attempts failed, 1 or 2 times because of his situation 
and then 1 or 2 times it was bec ause of the committee’s previously 
arranged hearings. But today, Mr. Williams, we have finally caught 
up with you, or you have finally caught up with us, and we are very 

glad that this date has been arranged and that you can be with us. 

I might say that in the light of developments since we had the 
Department here, that maybe after all the delay in your appearance 
here is—I would not say a blessing in disguise—but probably very 
appropriately it might be very helpful because you can give us informa- 
tion from the standpoint of your great association as of today and what 
the status of the problem is from the viewpoint of your organization. 

The committee is glad to have you back here. W e, of course, recall 
the many years of association we have had with you in this committee, 
going way back into the forties, when there was really a great news- 
print shortage. We have always appreciated your cooperation and 
your helpfulness to this committee and, therefore, are pleased to have 
you with us today. 

With that, you may proceed, Mr. Williams. 


STATEMENT OF CRANSTON WILLIAMS, GENERAL MANAGER, 


AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION, NEW YORK, 
mas 


Mr. Wiiuiams. I want to thank you very much, Mr. Chairman. 
I appreciate the reference and I hope to justify to some degree your 
confidence in my attempt to give you all of the information we have 
available. 

I have a statement which may look long, but I thought it was the 
quickest way to get this picture, as we see it, before you. 

My name is Cranston Williams. I am general manager of the 
American Newspaper Publishers Association, a trade association 
comprising more than 800 daily newspapers with approximately 90 
percent of all United States daily circulation, using more than 80 
percent of all newsprint consumed in the U nited States. 

I was glad to receive the invitation, Mr. Chairman, to appear before 
this committee. My interest, as well as that of the ANPA, is to see 
that your committee has all of the facts at our disposal and knows our 
conclusions based upon those facts. 


NEWSPRINT SHORTAGES 


Statistically, it is being claimed by several individuals and agencies 
that the supply of newsprint will be equal to it not in excess of demand 
in 1957. Estimates of United States requirements in 1957 runs from 
the low figure made recently by the Department of Commerce of 
7 million tons to a high based upon the reports of 1,564 newspaper 
publishers in the United States of 7,286,000 tons. There are enough 
intermediate figures to support almost any claim. 

Before presenting my own views, I want to review certain condi- 
tions which have play ed a substantial role in creating the shortage of 
newsprint in 1956. 

There were shortages of newsprint both in 1955 and 1956. In 1956, 
_ the United States used 6,812,000 tons of newsprint from United States 
and Canadian manufacturers and 311,000 tons from overseas. United 
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States consumption in 1956 totaled 6,899,000 tons and additions to 
publishers’ and others users’ stocks, which were badly, if not dan- 
gerously, depleted in 1955 in numerous cases, required at least 235,000 
tons to build those stocks to a fairly safe level. 

And we have put in a footnote there. 

Footnote: 235,000 tons inventory is for all newsprint users. It is 
based upon prorating to cover all users the inventory replacement of 
177,404 tons reported by 525 publishers. 

Shipment to the United States, including 20,000 tons reported as 
shipped to domestic customers but actually exported, was short of 
consumption and inventory requirement by nearly 30,000 tons. In 
addition, North American mill stocks were drawn lower than in any 
recent year except 1955. 

I quote these figures not as a complaint, but to demonstrate that 
supply and demand in 195 97 depends entirely upon what happens in 
1957. There was, neither in North America nor the rest of the world 
a carryover of surplus stocks to be added to available supplies in 1957’ 


NEWSPAPER GROWTH 


It is, I think, necessary for an adequate understanding of the United 
States newsprint situation to know what happened to create a greater 
demand for newsprint in 1955 and 1956. 

In the first place, there was in 1955 a 10 percent increase in the 
linage of advertising in daily and Sunday newspapers. There was at 
the same time an increase of 1.3 percent in newspaper circulation 


CIRCULATION RESUMES TRENDS 


What do these increases indicate? The rapid circulation growth in 
the South and the West has reached a point where it offsets the slower 
changes in other regions in recent years. Population shifts and in- 
creased incomes are playing dominant roles. In the South and West 
population has grown extraordinarily in the past decade. This is 
largely caused by migration of adults, people accustomed to newspapers 
and most likely to continue their reading habits. In both regions 
industrial development has literally bounded forward, and with it 
average incomes have risen, particularly in the South. 

In the Northeast and North Central States adult population has 
tended to decline, but this is not the most important reason for the 
slowing up of circulation growth. Shifts from metropolitan to 
suburban areas required building up suburban services including 
newspaper circulation, nec essarily time-consuming and at first, at 
least somewhat uncertain. In 1955 the shifting of interest by readers 
from metropolitan papers in the larger cities to suburban and smaller 
city newspapers began to follow population shifts. It continued in 
1956 and it is reasonably certain 1t will continue in the future. 


IMPROVED POSITION IN ADVERTISING 


The 10 percent increase in advertising linage in 1955 over 1954 
marks the point where the influence of television advertising eased 
in part. It also marks the greater growth of advertising in the 
South and the West in all types of cities, in the smaller and medium- 
sized cities in the Northeast and the North Central region, and is 
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associated with the changes in newspaper circulation. Advertising 
linage has risen substantially in the large metropolitan newspapers, 
but not as rapidly or as much as in the smaller and medium-sized 
cities, in part because of circulation trends. 

In 1955 newspapers of the United States overcame the effect of 
shifting population upon circulation and of competition from other 
media especially television in advertising. The increases of 1.6 per- 
cent in circulation in 1956 over 1955 and of 2.4 percent in advertising 
linage show plainly that growth rates which slowed down somewhat 
after 1950 are being resumed. 


NEWSPRINT NEEDS IN 1957 


Now, then, what do I see ahead for 1957? 

Although there may be some plus degree of optimism in the esti- 
mates of the 1,564 publishers to the ANPA that their 1957 newsprint 
requirements will reach 7,286,000 tons, I am inclined to agree with 
them rather than accept the lowest figure. This is the first year since 
1954 that publishers could count upon larger shipments from their 
newsprint suppliers. Therefore, this permits publishers to proceed 
with plans for increasing circulation and advertising and for expanding 
their operations. Other users of newsprint, which account for perhaps 
7 percent of the annual consumption, may also be expected to require 
more newsprint. 

As I pointed out, inventories were not completely rebuilt last year. 
Perhaps another 100,000 tons of paper are needed to bring inventories 
up to levels commensurate with present use, mindful of the hazards 
of strikes, fires, and other things that can reduce or eliminate produc- 
tion temporarily. 

To account for the entire North American demand, shipments to 
Canadian publishers and other users must be added. Last year these 
shipments totaled 477,000 tons. They should approach this year, 
say 485,000 tons. 

This gives us total North American requirements of 7,871,000 tons, 
271 000. tons more than 1956 consumption. 


OVERSEAS EXPORTS 


According to statistics of the Newsprint Association of Canada for 
1957, there will be available for use during the year 6,756,000 tons 
from Canada. Newsprint Service Bureau reports 1,921,000 tons of 
United States capacity. ‘This totals 8,677,000 tons, leaving 806,000 
tons for overseas exports, plus about 150,000 tons which may be im- 
ported into the United States from overseas. 

Overseas shipments from United States and Canada in 1955 were 
911,000 tons, and 875,000 tons in 1956. If it is true high prices in 
1956 resulted in newsprint destined for other countries being shipped 
to the United States, the resulting shortages in those countries, espe- 
cially in inventories, must be made up at Teast in part in 1957. 

I believe several Canadian companies curtailed overseas shipments 
when they unilaterally cut back shipments to United States and Cana- 
dian customers in 1955 and 1956. 

In view of all these circumstances, I would not be surprised to see an 
overseas demand in 1957 of at least 1 million tons. However, the 
Suez situation may have affected the ability of some European coun- 
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tries to purchase products from dollar countries, although reports 
for the first quarter 1957 show losses in shipments to Europe from 
Canada and United States are being more than offset by shipments 
to other countries. 

OVERSEAS IMPORTS 


In normal times the United States will not receive much more than 
150,000 tons of newsprint from overseas sources, principally from 
Finland. However, carryover of some 1956 contracts may add to this 
total in 1957. 

In 1956 some 311,000 tons of overseas newsprint were received in 
the United States, at least 200,000 tons of which were purchased at 
spot prices substantially higher than contract prices. Some of this 
tonnage came from the Scandinavian countries where newsprint is 
regularly produced for export, but much of it came from countries 
like Austria, which does not normally produce newsprint for export 
except under special conditions, and much from manufacturers which 
normally make no newsprint and which started to make newsprint in 
order to profit from the high spot prices in the United States. Some 
of this newsprint was so inferior in quality that it could be used only 
on slow presses. 

All these figures seem to indicate there is a fair chance the Canadian 
and United States newsprint industry will be forced to operate again, 
for the 10th year in succession, above rated capacity. Possibly as in 
other years a statistical figure can be conjured up showing some small 
tonnage of newsprint which could have been shipped but wasn’t. I 
doubt, however, that any mill in North America will suffer greatly 
from lack of demand this year. 


EXPANSION OF CAPACITY 


Now, let us look at the newsprint situation for the future. 

[In its studies of the basic economics of newspaper publishing, 
ANPA has analyzed what happened in the past and concluded that 
certainly sooner or later growth in both circulation and advertising 
would increase at faster rates. 

In 1951 ANPA published its findings and forecast then that news- 
print requirements for newspaper publishing would reach 7 million 
tons with an added 500,000 tons for other purposes in 1960. This 
forecast was basically sound; 1955 and 1956 newsprint consumption 
was exactly on ANPA forecast trends. 


IN THE UNITED STATES 


In the United States, mill capacity for newsprint amounted to 
839,000 tons in 1946, not enough to supply 20 percent of United States 
consumption. No substantial increase occurred until a new mill was 
brought into production in the South in 1950. From then on up to 
now large tonnages have been added every year except in 1953. Two 
new mills were constructed and old equipment in most of the existing 
mills was replaced or speeded up. With the added production from 
2 other new mills which will supply additional tonnage for the first 
time in 1957, United States capacity has been increased to 1,921,000 
tons for 1957, an increase in the national productive potential of 
1,082,000 tons or 129 percent. 

Nobody can quarrel with this record. 
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IN CANADA 


In Canada an entirely different situation has existed. At the end 
of the war the total mill capacity for newsprint manufacture amounted 
to 4,641,000 tons, most of it in mills constructed before 1930. The 
first problem i in Canada was to bring existing capacity up to potential 
efficiencies and in the process to expand also. Some Canadian com- 
panies understood this type of expansion, usually referred to as “speed 
up,” as soon as equipment could be secured from machine builders. 
By 1949 Canadian capacity was expanded by a little over 10 percent, 
11 by speedup, except for a couple of new machines. 

From 1949 to 1956 no company in eastern Canada installed a new 
machine; all expansion came from speeding up old equipment. The 
additional tonnage varied from a low in 1955 of 145,000 tons to a high 
in 1953 of 212,000 tons. From 1950 to 1956, 1,016,000 tons of capac- 
ity were added, almost all by speedup, over half of which was needed 
to take care of the increased overseas and domestic shipments. In 
this period it can be accurately said that less than 500,000 tons of new 
capacity in the aggregate were added in Canada for the United States 
market. 

From the point of view of both United States and overseas cus- 
tomers, speeding up existing equipment in Canada was the first logical 
step to meet demands already apparent. This step could be taken 
at minimum cost, at costs which required no outside financing in 
most cases. But sufficient capacity was not supplied by this process. 
It was not until the shortages of 1955 and 1956 occurred that expan- 
sion by the addition of new machines began. Some of these machines 
are now operating. 


COST OF EXPANSION 


United States newspaper publishers realize that adding new ma- 
chines in existing mills is much more expensive than speeding up old 
machines. They realize also that building entirely new mills is even 
more expensive; in some cases because publishers actually existed in 
financing new mills in the United States. But publishers find it diffi- 
cult to understand why the companies in eastern Canada, with a 
couple of exceptions, failed to provide the necessary production facili- 
ties for their customers either by adding new machines or by complet- 
ing the speedup process, which in some cases is just now starting. 
Furthermore, it is difficult to understand why manufacturers in Quebec 
and the Maritime Provinces, which have over one-half of the capacity 
on the continent, have scheduled no new machines for future installa- 
tion. They are content apparently to continue to expand by the 
speedup process, keeping those costs within retained earnings already 
accumulated or reasonably assured at present prices. 

With respect to the cost of building new mills, I feel that I must 
comment on a statement of Mr. Robert M. Fowler, president of the 
Newsprint Association of Canada, which appeared a year or so ago 
and has recently reappeared. He stated that a new mill constructed 
at present costs and operated at the averages of departmental and 
functional costs of existing mills in Canada w ould yield profits of only 
4.2 percent if it could be operated continuously at full capacity. At 
the time he made this statement, one Canadian company had built a 





: 
| 


NEWSPRINT STUDY 71 


new mill in the West; another had built a new mill in the South and 
was expanding it; another was planning not 1 but 2 new mills in the 
South, both of which will be in operation this year, and still another 
Canadian company was planning a new mill in Canada. 


SUPPLY DEMAND BALANCE IN 1960 


According to newsprint manufacturers’ associations some 975,000 
tons of new capacity will be added to North American capacity by 
1960. These figures added to the totals reported by the associations 
for 1957 would bring North American capacity to about 9,652,000 tons 
for 1960, providing all expansion programs are completed in time. It 
is understood some new speedup projects are under contemplation in 
Canada which, if not postponed, would add a small amount of new 
capacity. 

The Newsprint Information Committee, a committee recently 
formed by a group of Canadian producers, estimates that North 
American capacity by the end of 1959 will be increased by 1,395,000 
tons—730,000 tons from Canada and 665,000 tons from the United 
States. ‘This, added to 1957 capacity, would bring a total of 10,072,- 
000 in 1960. At this time it is anybody’s guess as to what the actual 
1960 capacity figure will be. 

According to ANPA studies total demand upon the North American 
industry will reach 9,500,000 tons a year by 1960. 


TARIFF ON NEWSPRINT ROLLS UNDER 15 INCHES 


There is a matter of considerable present importance which I think 
this committee might well consider. It has to do with the roll-width 
limitations of standard newsprint which may be imported free of duty. 

At present standard newsprint in roll widths of 15 inches and up is 
admitted to the United States duty free. Standard newsprint in roll 
widths less than 15 inches is subject to duty. This limitation handi- 
caps publishers who have reduced paper sizes to less than 15 inches in 
an effort to conserve newsprint, and also to furnish a market for 
narrow rolls for Canadian and other manufacturers, 

May I suggest that this committee consider revision of the present 
Revenue Act so that roll width of 14 inches can be admitted free of 
duty? Such a recommendation might be made to the appropriate 
committees of the Congress. 

The background for this recommendation is as follows: 

In the Revenue Act of 1943, roll-width limitation was reduced from 
16 inches to 15 inches for duty-free newsprint. In the Revenue Act 
of August 1, 1947, the limitation was further reduced to 9 inches 
effective July 1, 1948. In the act of June 12, 1948, this 9-inch 
limitation was extended for 1 year, after which the 15-inch limitation 
was made effective again. You will recognize those were war years 
and immediately after that. 

During the past few years page sizes of newspapers have been the 
subject of constant study. As a result a large number of newspapers 
have reduced sizes to 15 inches and some have gone somewhat lower. 
Publishers who have adjusted their presses to print newspaper pages 
of less than 15 inches can use considerable quantities of narrow rolls 
for single-sheet inserts. Such rolls are generally available at news- 











72 NEWSPRINT STUDY 


print mills after trimming the much larger rolls which come from 
paper machines. Publishers dependent upon imported newsprint, 
however, are penalized by the present tariff limitation in making use of 
these narrower roll widths. 


NEWSPRINT PRICES 


Continued shortage of supply of newsprint to the United States is 
not the only difficulty publishers have faced in this first postwar 
decade. They have experienced not only rapid increases in the prices 
of newsprint but on three occasions have been forced to pay extraor- 
dinarily high prices for inferior newsprint from wherever they could 
get it in the spot market. 

The last OPA-approved base price for newsprint was $85 per ton, 
effective October 11, 1946. The base price on March 1, 1957, for 
all practical purposes made effective unanimously was and still is 
$135 per ton. The increase in 10 years of $50 perston represents an 
increase of nearly 60 percent. Each of the frequent raises was first 
announced by a Canadian company. Other Canadian companies 
quickly followed, usually in equal amount. United States companies 
were not slow to follow but not always in the same amount. 

Increases by producers not actually in competition with each other 
are difficult to handle by publishers who are in competition, and in 
intense competition at that. Publishers have been forced into a 
continuous condition of raising prices of newspapers to readers and 
of advertising rates to advertisers. Neither process can be accom- 
plished quickly, particularly adjustment of advertising rates which 
are normally on contracts of various lengths. Practically all pub- 
lishers have found that for a considerable time after newsprint prices 
were advanced, cost increases bad to be absorbed. This has been a 
harrowing financial burden. 

I do not wish to state categorically that increased newsprint prices 
have forced some newspapers into bankruptcy. Nor do I wish to state 
that publishing as a whole has not been profitable to some degree. 
But I do know that during the postwar decade newspaper publishing 
has faced grueling competition, particularly in advertising, which 
newsprint manufacturers have not had to face. 

I hope that I have given you a picture of the newsprint situation 
from the point of view of the principal purchasers. I have not at- 
tempted to do more than that. I cannot anticipate the questions in 
your minds, but I will try to answer them now. 

The Caarrman. Thank you very much, Mr. Williams, for a very 
fine, informative statement. 

Mr. Moulder, any questions? 

Mr. Movtper. No questions. 

The Crarrman. Mr. Hale? 

Mr. Hate. Are there any Canadian newsprint manufacturers who 
have mills in this country? 

Mr. WittramMs. Yes, sir; the mill that I referred to as expanding 
is Canadian. Bowater has built a mill in Tennessee. 

Mr. Hate. What is the name of that? 

Mr. Wiiu1aMs. Bowater is of English parentage; but they also have 
a mill in Newfoundland, and, of course, New foundland we count now 
as part of Canada, normally. 
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They have a mill in Tennessee, which they are expanding with 
another machine. 

The International Paper Co., which up until recently made all of 
their newsprint in the Province of Quebec, now have a new mill in 
operation at Mobile, Ala., and before this year is over they will have a 
new mill in operation, newsprint mill, at Pine Bluff, Ark. 

Mr. Hate. Are there any legal restrictions on American newsprint 
manufacturers having mills in Canada, or vice versa? 

Mr. Wiiurams. None so far as I know, sir; no. 

Mr. Hate. Of course, newspaper publishers have had competition 
from the radio and TV advertising. Has their linage actually declined 
in recent years? 

Mr. Wiuutams. No, it has not declined; but at periods up until—I 
will mention this—up until 1954, the increases have not been at what 
wasanormalrate. The way I like to put it is that we no longer at our 
annual conventions hear complaints about the radio and TV competi- 
tion. In other words, the radio and the TV have grown up and we 
have grown up. 

The competitive angle is now normal competition. The newspapers 
have to sell again. Therefore, we think we are now headed toward 
another era of at least reasonable growth and not losses, because we 
are over the worst of our competitive period. 

Mr. Hate. Do you think your position, with your competitors, is 


probably like that of the railroads versus the trucks, for example? 
You see what I mean? 


Mr. WiuuraAMs. Yes, sir. 

Let me put it this way. I find, for example, that newspaper 
publishers realize that they are in a business that is going to be there 
for some time to come in face of all kinds of competition, including 
radio and TV. 

Now, I know your railroad problem is different. 

Mr. Haue. The railroads do not see any point at which they will 
level off. 

Mr. WittraMs. Yes. 

Mr. Hate. And you think you do. 

Mr. WiutraMs. In all our studies we indicate that we are going 
ahead. Ido not say that the total number of daily newspapers in the 
United States, for instance, will not decrease this year. We think the 
increase of the cost of production of newspapers is going to have its 
effect and that is a form of attrition that we are quick to point out as a 
result of what is happening to all types of business. There is no 
vicious person or group of persons in a dark room trying to kill the 
newspapers or trying to drive them out of business. 

It is one of those things happening in mergers and other consolida- 
tions. 

And to show that it is not peculiar to this country, you doubtless 
have seen the announcement which was made the day before yesterday 
that the only 2 newspapers in Vancouver, British Columbia, which is a 
very rapidly growing section of this country, are going to produce a 
newspaper in | plant and 1 of them—they are both ‘afternoon papers— 
one is changing to a morning and the other will be an afternoon paper. 

So, whatever is happening i is not peculiar to the United States to 
reduce costs. 

Mr. Hate. As you know, I am very much interested in this subject 
because it is one of the principal industries in my State. 
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Mr. Wiuurams. I know, Congressman, Maine is still the largest 
producer of newsprint. I think the statistics will bear that out. The 
Great Northern and the St. Croix 

Mr. Hatz. The Great Northern is the biggest single producer in 
the country, is it not? 

Mr. Wiuuiams. Yes, sir. 

Mr. Harz. They have spent a great deal of money on expansion. 

Mr. Witurams. Yes, sir; they have; and also they have made—this 
we are delighted to see—considerable progress in the use of hardwood 
to put with the heretofore softwood pulps in making newsprint. And 
the way I like to describe it is when we talk about the conservation of 
the tree that when you find you can use hardwood and it is acceptable, 
it is, in effect, discovering new forests, and that is what has happened. 
Great Northern is one of the pioneer users of hardwood for newsprint. 
_ Mr. Haue. The thing that troubles me, as I have told you many 
times before, is where all of the trees are coming from. 

Mr. Wituiams. Well, on that, if you would not mind, we have a 
study which I mailed each member of the committee, of how we look 
at the situation to 1965. But I did not want to clutter up my state- 
ment this morning by getting too far ahead into the future. When 
I mailed this study, I got the reaction of a number of the members of 
the committee—I also mailed it to those Members of the Congress 
who are newspapermen. I felt that they might read it because of 
their interest and I got back constantly the inquiry, “What is your 
association going to do about finding other forms of raw material to 
produce newsprint?” 

We hear a lot about begasse. We hear about cornstalks. When 
I was a boy they were talking about cornstalks for newsprint. 

Well, it is a fact that McKinley says he can make newsprint out of 
any cellulose material. He can make paper out of cotton, for instance, 
but the point I answered to these gentlemen in the letter was that no 
one yet has come up with a raw material that could compete with a 
tree, both for size and cost. Therefore, in my book we are going to 
continue to have to cut trees for commercial reasons to make paper, 
including newsprint, until something is found which scientifically and 
chemically can be used at a competitive price. 

Now they are making some progress with begasse. A mill in Cuba 
is making really some headway—and there is also a mill in Peru—and 
I am no authority—I am not a papermaker—but from all I have read 
and all I have been told, believe that begasse, which you know comes 
from sugarcane, can be used for making other grades of paper more 
economically than for newsprint. 

If some raw material can be used for other types of paper, for which 
you are now using wood, you take that much pressure off of the 
wood and forest supplies. So you have accomplished something in 
the sum total. 

As for cornstalks—you can make paper out of cornstalks, but 
newsprint mills have to run 12 months in the year and nobody has 
been able to figure out a way of growing corn in the big producing 
States 12 months in the year. And you cannot stack the corn stalks 
up and store them like you can a pile of wood for a year, particularly 
im the northern countries. 

So, there are economic reasons and not chemical reasons frequently 
why many of these other raw materials are not being used. 
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As I say, the answer to the question as to why they do not use 
more of other materials ties in the fact that wood is the only thing 
tiiat is economically feasible. And that is why I mentioned hard- 
woods because it does give us more different kinds of woods, which 
until then had not had much of a market. 

Of course, outside of being a native Georgian, and having had some- 
thing to do with the building of the mill in Texas, I think the pine 
tree and the fact that it grows in 15 years to pulpwood size, in contrast 
to the Northern States woods requiring 50 or 60 years, is one of the 
explanations for the rapid growth and development ‘of the papermaking 
industry in the South. 

Mr. Hate. Several years ago several members of our committee 
went to see a bagasse mill in Peru. 

Mr. WiuuraMs. Yes. 

Mr. Hate. It was a very interesting operation, but they were not 
making newsprint. 

Mr. Wiittams. No. As I understand it, only in times of extreme 
emergency have they made newsprint, and that was because the news- 
papers in Peru could not get any newsprint from elsewhere because 
of war conditions. But they do not make it regularly and it is not a 
practical and normal operation. 

Mr. Hate. Have you any figures which show the relative tree 
destruction by newsprint manufacture rs, by the paper interests on 
one hand and the lumber interests or users of lumber on the other? 

Mr. WiuuiaMs. I do not have any figures with me, but there are 
some very interesting figures in existence—including those of the 
so-called Gordon Commission, which is a governmental commission to 
survey Canada’s potential future, up to 1975. The Commission 
studied various things, including minerals, and had a very interesting 
study on the future of the paper and pulp industry of Canada. They 
assembled many figures, and arrived at the conclusion that there was 
nothing that would interfere with the growth of the paper-and-pulp 
industry in Canada, due to lack of forests. In other words, with more 
ageressive watching of forest fires, fighting forest fires, and inspections, 
and all that kind of thing, Canada and Canadian industries can con- 
tinue to cut wood at the present pace for lumber and paper and pulp. 

Now, as to complete figures, there are some studies in the United 
States. 

Congressman Hale, I will be glad to check and get them for you. 
U sually those things are embalmed in overall studies. When I say 

“embalmed,” I do not say it cynically, but they put these figures in 
with the overall study and you have to dig them out. 

Mr. Haug. I would be very interested in seeing those figures. 

Mr. Witutams. Some 10 years ago, I was in the Pacific Northwest, 
and the thing that interested me very much was the Powell River 
mill. Powell River is some 80 or 100 miles north of Vancouver, 
British Columbia, and the interesting thing to me was to see the 
experts separate logs. When logs were brought in, they were sepa- 

rated and some went to the paper mill and some to the lumber mill. 
I think I saw the same thing in Oregon City. <A certain log is turned 
to the left, which will be turned into lumber, and one log goes the 
other way for pulp. 

The layman’s answer to my question was that apparently the 
straighter logs went into lumber. They were all cut in the forest 
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at one time, but finally wound up by making a decision that a part 
of them would be used for lumber and part for pulp purposes. 

That is like down South with the pine trees. You can get some 
pretty knotty pines. You could not even make a panel of knotty 

ine out of some of them, but you can use them effectively, within 
finite, for papermaking purposes. 

That is not true in the eastern part of the country, because as I 
understand it, different types of trees are used, like spruce, fir, hem- 
lock, both in the eastern part of the United States and in Canada, as 
the principal woods for papermaking. In the far West—lI have for- 
gotten the name of the trees—but the same tree is used both for 
lumber and paper or pulp. 

Mr. Hate. Of course, it is not only a question of actually getting 
the trees cut, but also a problem of what happens to the physiography, 
climate, and everything else, when you cut down these trees. I think 
it is a very worrying situation. 

Mr. Wixurams. One of the things I know that this committee has 
been mindful of in the years I have been talking with you, either 
individually or at hearings, is that west of the Mississippi River is a 
great area of public lands. There is a project for a mill in Colorado 
which I am told is about completed. 

I think they have renewal of an offer to buy from the Forest Service 
some timber in Colorado that the beetle has affected and they have 
had to get rather long-term contracts. 

As you know, normally, the Government does not sell anything on 
the basis of other than an annual contract and certainly does not want 
to buy on any longer-term basis. 

That interfered until it could be worked out. Anybody who is 
going to put up a mill wants to be sure of their raw material. They 
do not want to have to negotiate every year or two for their supplies. 

Of course, the lands are not available out there for an individual 
or for a company to buy privately. 

So I am hoping that over the period of time we can convince the 
Forestry Service and others that there is an intelligent way to cut 
trees on public lands, without damaging or hurting the forests. 

Of course, I am only parroting what information I have had from 
conferences, and what other people tell me, but they tell me that 
intelligent cutting of the forests is helping the forests basically, and 

that you are not “helping them by just letting them stay there until 
lightning knocks them down or they fall, or something else happens 
to them. 

I agree with you that at the rate we are using wood and all types of 
things there does not seem to be any indication of lessening of demand 
on the forests. When I first started testifying on this subject, nobody 
had thought of rayon or anything else. T ‘here are a lot of c ompetitors 
that have come into the forest to buy the tree to make a variety of 
things other than paper or pulp. 

Mr. Hate. They tell me that rayon production is diminishing; 
ravon is being outmoded by synthetic competitors. 

Mr. Wituiams. Yes, sir; generally speaking, all the variety of new 
uses, including plastics. 

Mr. Hate. Throughout all of the years, Mr. Williams, you have 
been immensely helpful to this committee. I personally feel very 
grateful to you. 





NEWSPRINT STUDY 77 


Mr. Wiuuiams. Thank you, Congressman. 

The Cuarrman. Mr. Friedel. 

Mr. Frrepve.t. Mr. Chairman, I want to thank Mr. Cranston 
Williams for a very fine statement. I see in the audience a distin- 
guished citizen from Baltimore, Mr. Howard Murphy, from the Afro- 
American. He is well known and respected, and he represents one of 
the largest-read newspapers in the State of Mar yland. 

I am very happy to be here, but I am afraid I will have to leave 
before Mr. Murphy speaks. 

Mr. Williams, I have been listening to your statement very care- 
fully. I-would like to say that I was a member of the subcommittee 
that visited Alabama, Tennessee, and some other paper mills to 
investigate the newspaper shortage. We had in mind that if there is 
not enough newsprint, the people would not get adequate news cover- 
age. If there is a shortage of paper, and the publishers want to make 
money, they would cut down on the lineage news to the people and 
accept more advertisements. 

But I was amazed when I went down south to see the resources we 
have for woodpulp. I was also amazed at the wonderful reforestation 
program the mills have. I think they plant 2 trees for each 1 they cut. 
In many areas they give the plants to schoolchildren and to the 
farmers to plant, besides what they plant themselves. 

So there is no question in my mind that we do have the resources in 
the United States from which to make newsprint. The mills are 
making wonderful progress in the manufacture of paper. They are 
putting in new equipment, speedup presses, and other improvements. 

But what concerns me is this: Because of the installation of new 
speedup presses and expansion of their facilities, | would imagine that 
they would be trying to hold down expenses. Yet, when Canada 
increases their prices for newsprint, the United States always follows 
them. 

Do you have the answer to that? Is there any justification for the 
increased prices in the United States on newsprint? 

Mr. Wi.urams. My thinking is, and I think it is the thinking, 
generally, of the publishers of the association, that these increases in 
prices have not been made because it was necessary for the mills to 
have more money either to stay in business or to make reasonable 
return on their investment. 

I am one who feels that nobody has been able to do anything about 
the law of supply and demand. I don’t think that we, as consumers, 
are going to get much relief from this price situation until the supply 
situation is such that we have some choice about it. In other words, 
I don’t think that the producers who made the increased price last 
March, can justify from any standpoint of ‘‘We have to have this or 
we won’t be able to continue in business and expand.” 

I am not an economist, and I am not a financial analyst. I think 
this is another factor. I think we are paying for a good part of the 
expansion out of current price. I have always been ‘told that, if you 
want to go into business and want to build a factory or build a mill, 
you ought to have some capital investment and not expect to pay for 
it all the first 2 or 3 years out of current prices. 

There has" been*"a very little need to go to the public to get money 
to finance the expansion we have had. 
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Mr. Friepen. There was another thing we discussed when we 
visited the mills in the South, and that is whether the Government 
could do anything to help the mills finance their expansion, either 
by tax writeoffs or loans, or in any other way. They said, ‘No; leave 
us alone.”’ They did not want any help from the Government, and 
they are doing pretty well on their own. 

One thing they did tell us, though. They said there are a lot of 
mills in the United States that make paper, but it is more profitable 
to make paper products—paper towels, paper plates, et cetera—than 
it is to make newsprint. In view of the additional profit, most of 
the mills, naturally, prefer to confine their activities to these other 
products. 

Mr. Wiis. I have heard that for a long time. All I can say is 
that, if you will look at the whole newsprint- -produci ing picture—and 
Congressman Hale can testify that the Great Northern Paper Co. 
is one of the great newsprint producers of North America in the 
United States and started out as newsprint and it still is essentially 
in newsprint. It has made money; it has been a very profitable opera- 
tion. 

There are in-and-out periods during which you can sell another 
type of paper at a higher price. But this is interesting. You know 
we are in the age of something in business that if you happen to be 
making automobiles you wind up making something else, whether 
it is for the Government, such as Army tanks, or something. You 
diversify. 

Here is what we find: Some of these overall companies that hereto- 
fore have not made newsprint are asking for a lot of information to 
consider going into newsprint to diversify their paper production. 
That is one of the reasons I wanted to emphasize, in my statement 
that we think there is a fair degree of security in the newspaper 
business for the future. 

There are going to be newspapers published in this country that 
will consume a great amount of newsprint, and we do not know of 
any consumer of any type of paper that can be depended upon more 
than newspapers over a longtime future. 

Mr. Frrepen. Can you tell me what percentage of American news- 
print we use compared to foreign, practically all from Canada. What 
percentage do we produce? 

Mr. WiuuiaMs. Just rough figures, out of 100 percent consumption 
in the United States, about 22 percent is United States made. Some 
74 percent comes from Canada and the balance from overseas. 

Of course, Canada is a big exporting country. In other words, the 
very nature of the economy of the country is that they have for years 
sold newsprint to, I would say, substantially all the countries of the 
world. They still want to trade. 

So, relatively, I would have to get the figures and relate them— 
I would say that the percentage of export of new sprint to the total 
capacity is greater from Canada than from the United States. 

Mr. Frrepext. The thing that perturbs me is that we are at the 
mercy of Canada as long as we import around 80 percent of the news- 
print. I am convinced, after what I saw in the South, that the 
United States can greatly increase the manufacture of woodpulp for 
newsprint. Then we could cut down the percentage of imported 
newsprint. 
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Mr. WituiaMs. Congressman Friedel, one of the things that we 
are constantly confronted with in the way of propaganda, and I am 
sensitive to it, is that there are no more sites left in the South for a 
newsprint mill. We question that statement whenever we see or 
hear it. 

Now, there are some sites that were very desirable and very good 
that have been bought, but, as you have indicated and the committee 
has indicated, there is a large area in the South today where there is 
room for more newsprint mills. We are not running out of space, 
time, nor wood anywhere in the South. 

I mentioned the West on account of the Federal-land angle. 

Mr. Frrepev. My final question is this: Do you find that the manu- 
facturers of newsprint are cooperating with the small newspapers? 

Mr. WiuutaMs. Yes; we had the experience on this during the—I 
call it a shortage—some of my producer friends take exception to 
that, and say there wasn’t a shortage, that there was the most bounti- 
ful supply, but we just use more than you should. Well, if you don’t 
have as much as you want, whether it is money or sugar, or anything 
else, there is a shortage, so far as you are concerned. 

Now, when things got tight in late 1954 or early 1955, and some 
producers announced ‘that they were going to make a 5-, TK, or 10- 
percent cutback on their deliveries, our association asked the producers 
publicly not to treat that as a flat cutback, but to determine, say, the 
user of 100 tons a year or 200 or 300, and not to cut back that small 
user the same percentage as he would flatwise. 

Practically, if that consumer was getting one carload of newsprint 
a month there wasn’t any way to cut him back. Some did actually 
try to take a few rolls out of the car to make the formula work. 

I would say, and I think we can prove this by information the 
Department of Commerce may have, or reports that may have come 
to vou Members of Congress, there was not a single bona fide distress 
case in this past shortage period that was not cared for when brought 
to our attention, and I mean ‘‘our’’ collectively—everybody was 
interested—except in cases where it was plain that the consumer was 
at fault. That is my conclusion. 

Mr. Friepet. I did not find it that way. They told us, “We will 
look out for the small-newspaper man—the weekly and the rural 
area papers.’ Well, I called the mills on two different occasions on 
behalf of small papers, and I was turned down flat. One of these 
papers did go out of business. Therefore, I do not think the mills are 
always trying to cooperate with the small papers. 

Mr. Wixturams: Up until you made that statement, Congressman, 
I thought we had a 100-percent record. I remember that we had an 
incident of a Congressman Klein, from New York City, who was 
chairman of the subcommittee in the last Congress. I was testifying. 
He had a newspaper in his district. Of course, the New York news- 
paper-publishing situation is not normal; I mean you normally think 
of 4 or 5 big metropolitan newspapers, but there are worlds of small 
neighborhood ne wspapers and it was a neighborhood paper. 

I promised to go into the figures. W hat happened in that case 
was that it was a newspaper that had part bona fide circulation, and 
part free distribution. When you get into cases like that, you just 
have to try to assure a reasonable supply, and it was worked out. 

I would be very much interested, even for historical purposes, if it 
is not too much trouble, if you could ask your secretary to dig out 
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what ever happend in those two incidents. It could be very profit- 
able because we had been led to believe that these things were cared 
for one way or another. 

In the State of Wisconsin the Milwaukee Journal is one of the largest 
newsprint consumers in the United States. They said they were 
going to see that every weekly and small newspaper in Wisconsin was 
cared for by them if somebody else did not do it. 

They even took newsprint, and it is true it was some of their dam- 
aged newsprint they could not use through their presses, and arranged 
for flat sheets to be made. 

That is just one incident of steps that were taken. 

Mr. Friepet. That is an exception. I know that they have 
brokers and the smaller newspaper can buy from the brokers, but he 
cannot buy from the mill. There is a big increase in price when you 
buy from a broker. 

Mr. Wiutrams. On that, I would say that the mill sells normally 
only in carload lots. I know something about a weekly. My father 
published 2 of them for 50 years in Georgia and he never could make 
enough money to buy a carload of newsprint and he would not have 
any place to store it because it would take a long time to use it. 

So the small newspaper, whether he be a small daily or weekly, is 
dependent upon the broker or merchant. 

And, Congressman, let me remind you, he is just in the same fix as 
the cross-roads merchant who can buy only part of a barrel of sugar or 
part of a barrel of flour. He is dependent on the wholesaler because 
he has neither the buying power nor the demand to buy in bigger 
quantities. 

That is why we have constantly urged the smaller papers, and 
particularly the smaller dailies, when they grow to a point where they 
can buy newsprint in carload lots, maybe using a car every 2 or 3 
months, to get on the basis of buying carloads and making a direct 
contract with the mill. 

After all, the broker and merchant cannot sell to anybody except 
what he is able to buy from a mill because the broker or merchant, 
does not produce a pound of newsprint. 

Mr. Frrepex.. Thank you, Mr. Williams. 

The Cuarrman. Mr. Younger. 

Mr. Youncer. I have only one question. 

In the report you make no reference at all to the production from 
Alaska. 

Mr. Witurams. No, sir; I knew we would come around to Alaska, 
but because there is no tangible or definite project underway, my 
feeling about Alaska is the same as it has been, the forests are there, 
the potential waterpower is there. 

As I understand it, it is the present policy of the Government with 
respect to the handling of Alaskan affairs, to forbid the export of 
trees or wood to be processed somewhere else. 

There is a mill in the Pacific Northwest that wants to buy timber in 
Alaska and bring it down and make the paper in the Pacific North- 
west, but up to now we have not been able to find anybody that is 
interested in going into Alaska to build a newsprint mill when at the 
same time they would have to build a powerplant. 

The power is there, I mean nature’s power. In other words, the 
capital investment that would go with the building of the manufac- 
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turing part of the mill so far as paper and all is concerned, would be a 
sizable amount. But nobody I know anything about would want to 
undertake developing their own power. 

Generally the mill in Texas, the first southern pine newsprint mill— 
I am going to quit making these flat statements about their being the 
only one because I may be caught up—use natural gas and there are 
not many mills making newsprint that get that power from natural 
gas. 

The Coosa River mill in Alabama buys power from the Alabama 
Power Co., and I am sure the International at Mobile, Ala.—in other 
words, they are not involved with the capital investment of putting 
up their own powerplants. 

I have had the feeling that if Alaska still holds to its policy of not 
permitting the export of wood to be processed somewhere else, and I 
can sympathize with that—it is like when I was a boy, they used to 
say they grew the cotton to ship to New England to make into cloth 
and that started the beginning of the textile industry of the South— 
I am not complaining about any region that wants to keep its raw 
materials and finish processing, but I have the feeling that we will 
never see the development of a real paper and pulp industry in Alaska 
until some way can be found for that power to be developed. 

The last time I made the statement I was taken up very quickly by 
some private power companies who insisted that I was advocating a 
TVA or something else for Alaska. 

All I am saying is that from all I can find out I don’t see how a 
private corporation that goes into making newsprint, as a going 
business, can afford to go into Alaska and buy the wood on whatever 
basis is reasonable and satisfactory to the Government and then make 
the investment for a paper mill plus the development of power. 

That is the way I see it, the Alaska picture. 

Mr. Younger. Who made the investment in Canada? 

Mr. Wixurams. In the Province of Ontario there is public power of 
some type. 

Mr. Younaer. In British Columbia on Powell River they put in 
their own power. 

Mr. Wiuutams. Exactly. 

I cannot tell vou the degree to which there has been later develop- 
ment, but much of that was the pioneering of several decades ago. 

Mr. Younaer. But none of those companies has gone broke? 

Mr. WiuuiaMs. They certainly have not. We have found some 
newspapers that are going out of business for lack of income sufficient 
to pay their expenses, but there are no newsprint companies on record 
that have had that happen to them. 

Mr. Younaer. If they can do it on Powell River, there is no reason 
why they cannot do it in Alaska. 

Mr. Wiuuiams. There are transportation problems and other 
things. I hope you believe that I am the last one to make out a case 
for these people, but I do want to bend backwards in being fair that 
the location of Alaska and the other problems in my judgment are the 
things that have delayed it. 

I believe, irrespective of statehood or defense, as a basic policy that 
so long as Alaska is a part of our continental defense, and it looks like 
it will have to be for a long time to come, it is natural to want to 
develop Alaska into something other than an outpost where you just 
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send troops on duty for a period. It ought to be developed as rapidly 
as possible for all types of things that would make it as self-contained 
as possible. 

That is why I have felt that the development of Alaska might need 
some types of governmental assistance, with their foot in the door in 
contrast to a normal section of the country that would be developed. 

That is only my rough thinking. 

Mr. YounGer. Potentially there are great possibilities. 

Mr. WituiaMs. Yes, sir; there are. Surveys were made 30 years 
ago by Mr. Harry Chandler, of the Los Angeles Times, and I think Mr. 
Cameron, of the San Francisco Chronicle. They put up their own 
money. Publishers since then have explored those surveys. Nothing 
has been changed to record those facts. 

But it has not reached a point of economical development. 

Another thing also, I am frank enough to understand that the exist- 
ing newsprint producers are not going out to explore and open up a lot 
of different places so long as supply and demand stays in close balance 
and they don’t have to worry about a price increase. 

I would hate to be put to the task of trying to prove that these 
price increases interfered with consumption. I think it has affected 
it, but it has affected individual papers and publishers rather than the 
sum total of figures. 

My thinking i is that the time is going to come, and I hope I live long 
enough to see ‘it, that we will see more dev elopment of the uses of the 
forests that are available outside of continental North America, 
because all that will be helpful to the overall economy. 

By the way, wood has been found in India. They are going to make 
some newsprint in India. We hope that we will never see another 
world war, but the first thing that happens in a world war is that 
shipping is all disrupted. 

Therefore, we want to see these countries that are now dependent 
on North America, for instance, for their newsprint supply, to become 
independent of us as much as possible. 

There is selfishness in it from our standpoint. The selfishness is 
that the more the others develop the less pressure there will be on the 
supply that is close at home to us. 

But also I think the countries and the world at large are helped. 

I repeat the statement that is made often to me that puts it in sharp 
focus, that newsprint is more of a worldwide commodity for purposes 
of trade and barter and you might say legal tender, than gold. You 
can’t do certain things with gold even in this country unless the 
Government lets you do it. 

w Newsprint can be traded in any country of the world back of and 
inside the Iron Curtain. It speaks no language. It is not interested 
in government. 

The same kind of newsprint we use in the United States will publish 
a paper in Russia. Just let one of these countries—I would not want 
to call them countries, but you let things get a little tight in the Middle 
East like we have had there and you let the countries begin to waver. 
and the government in those countries is very much interested in what 
the people read. We know that Russia always says if you want some 
newsprint we can make it available, but they make it available to 
those they think will print the things on that paper they would like to 
have read. 
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All I am mentioning that for, is that newsprint is worldwide in use. 
If you talk about cotton, corn, or anything else to eat, there are plenty 
of countries where they would not eat corn, there are plenty of 
countries that would not wear cotton, they want to wear wool or 
something else, but there is no country on earth where newsprint is not 
a first item of priority and need in use. 

We are one of the few countries in the world that is a little fastidious 
about it. 


In this current shortage we had trouble getting newsprint for 
schoolbooks. 

Mr. Youncer. Thank you very much for a very interesting and 
enlightening statement. 

The CHarrMan. Mr. Moss. 

Mr. Moss. I have just 1 or 2 questions. 

Mr. Williams, as I understand your statement, the conclusion J 
draw from it is that you feel we are in a condition of shortage now and 
despite all of the planned development or expansion, there is no 
indication that that shortage will be relieved in the foreseeable future. 

Mr. WiuuiaMs. That is right. 

You temember I said that up to 1960 we have information about 
projects that have been announced. As to some of them ground has 
not been broken. 

I do feel a project where ground has been broken and machinery 
ordered is much further along. But if all the capacity that is now 
projected comes into being and our estimates of the demand for the 
future by 1960 are within reasonable limits, we still will not have any 
comfortable margin. 

And something unforeseen could cause a very tight situation without 
any difficulty. 

Mr. Moss. I also gather it is your opinion the Canadian mills are 
dragging their feet? 

Mr. Wiuuiams. We think they are doing better now than they did 
in the past, because we think frankly, all of the so-called additional 
capacity from speed up, has been exhausted, and the only way to 
get additional production now is with new machinery and new mills. 

We think an existing mill can build a new mill or install a new 
machine cheaper than an entirely new company, and that is related 
to taxes and all those things. 

Mr. Moss. At the moment, from your statement, it would appear 
than the only assistance which you feel can be afforded by the Con- 
gress would be to permit the importation of 14-inch width instead of 
the 15-inch, duty free? 

Mr. Wiiurams. Yes. That has not arisen recently. In my previous 
appearances before the committee I have had the question asked 
usually, sconer or later, what the Congress can do that it is not doing 
to improve the newsprint supply. 

Of course, that answer varied with the conditions at the time. I 
don’t think newspaper publishers are any different from newsprint 
producers. We are not advocating that the Government appropriate 
$1 to build a newsprint mill, even to manufacture the newsprint for 
the Government Printing Office. 

Usually when somebody presses me closely I would say, well, 
granting that that was done what committee or who was going to sit 
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in judgment on the distribution and sale of that newsprint. There 
would not be enough for everybody. 

So I think it falls of its own weight. 

My reason for always advocating in every Congress that this com- 
mittee spend some time, if nothing more than to bring itself up to 
date on the facts on newsprint, is that I do think we should watch 
various things that can have an effect governmentalwise somewhere 
in this picture. 

Maybe more need be done in the future about the use of public 
lands on long-term contracts. I think that this committee was helpful 
in getting the Government Printing Office to make contracts for 1 
year. They used to do it quarterly. 

I took the position there wasn’t any reason why the newsprint 
producer should pay any more attention to the Government as a 
customer if he did not want to buy on some reasonable basis. 

Reading the dispatches out of Washington, I would say that the 
tax amortization certificates are not any too popular at the moment 
and I have no quarrel with that because I don’t understand that any 
newsprint producer—I may be wrong—is particularly interested in 
them. There are 1 or 2 certificates issued that have not been used up. 
I don’t know whether they will be, or not. 

But except for maintaining this watchfulness and from time to time 
taking a look at the picture, I could not come here with a series of 
recommendations that if put into effect I think would materially help 
the situation. 

You know the Federa! Trade Commission is making an investiga- 
tion of newsprint prices as related to zoning. As I understand it, 
that is now partly spurred by the Senate Commerce Committee. 
There is a Senate concurrent resolution on the calendar. 

The Department of Justice I understand, has in effect said that there 
is nothing they caa do about any aspects as to price. We are not advo- 
cating any action. 

As I sum it up and if I may repeat, this committee will not only 
maintain its jurisdiction over the subject, but try to present the picture 
statistically and otherwise from time to time. 

I would’ be less than frank if I did not tell you that the thing that 
disturbs me is that the moment this situation gets a little easy, “when 
the publisher does not have to meet the freight car in the freight yard 
and rush a carload of newsprint to the press room to get out that day, 
he sort of sits back and thinks all his troubles are over and that there 
will never be another shortage. 

All I can say is that if you look back chronologically or get the 
Library of Congress to check—this goes back to 1917 and earlier than 
that—there have been these recurring shortages. 

I am afraid I am going to live long enough to see more times of 
newsprint distress when there will be lack of supply to meet demand 
unless we are very aggressive in trying to maintain continuing pro- 
duction. 

That is what our association is trying to do. The reason for this 
study in 1965 is to convince the potential investor that we, the users 
of newsprint, have confidence in our ability to use it. 

Hardly a week passes, particularly now, that we don’t get an 
inquiry from 1 of the insurance companies or 1 of the big investment 
houses saying that now that there is no more newsprint trouble, why 
should anybody be interested in newsprint investment. 
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My purpose here today and tomorrow and any time, is to try to 
convince you gentlemen and anybody else that will listen to me, that 
we think we are going to need the newsprint we are now getting; we 
are going to need it in the future; we are going to need more, and the 
world is going to need more newsprint. 

Mr. Moss. You would say you are a salesman of opportunity? 

Mr. WiuutaMs. Yes, sir. 

You know, there is a good deal of production of newsprint where 
the publisher has invested himself. Basically our feeling is that there 
is no obligation for the publisher to invest in newsprint producing, 
but he has had to do it for the same reason that steel bought coal 
mines. 

They had to have coal to make steel. 

The printers may decide they don’t want to work and strike, but 
the publisher can photoengrave a newspaper and publish it. He can 
resort to a lot of things and publish a newspaper, but he has never 
found a way to publish it without newsprint. 

Therefore, it is basic. 

Mr. Moss. In summary of your two recommendations for possible 
aid from the Government or Congress, would be, one, to have longer 
term commitments of federally controlled forests to pulpwood produc- 
tion in the western part of the United States; and, 

Two, to revise the duty-free import provisions to permit the 14-inch 
rolls. 

Mr. Wiuutams. Yes, sir. The 14 inch was picked arbitrarily to 
indicate our good faith, that we were not just trying to open up the 
bottom on new sizes because a lot of these narrow rolls are used for 
tablets and bill sheets and other types of things. 

Mr. Moss. Thank you. 

The CuarrmMan. Mr. Avery. 

Mr. Avery. Mr. Williams, I have enjoyed your testimony and 
your colloquy immensely this morning. I would like to say that I 
think the American Newspaper Publishers Association is very capably 
represented. 

Mr. Wiuuiams. Thank you. 

Mr. Avery. I am from Kansas. I was particularly interested in 
your comment on cornstalks a while ago. We are continually search- 
ing for outlets for our agricultural commodities. 

The point you make is very clear that the seasonable supply of corn 
stalks would make it objectionable for a long-range program. 

Assuming the supply is constant, what is the efficiency in the manu- 
facturing process of cornstalks into newsprint? Has there been any 
research done in that field? 

Mr. WiuuraAMs. It is my understanding that the only production 
has been in the laboratory. In other words, you never reached the 
point where you go a normal setup. But pulp made from cornstalks 
has been run through existing newsprint machines. 

There might be adjustments, and all, but basically the problem of 
raw material would be adapted to the present machine or a machine 
similar. 

Mr. Avery. That is very interesting. I had heard some conjecture 
on that, but I think probably your statement is the first official 
observation that I have ever heard. 
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There are 2 or 3 other things you mentioned that I would like to 
have you comment on briefly. I think you said it would normally 
take 50 years to grow a tree in the northern tier of States suitable for 
pulpwood whereas the same tree in the South would mature in 15 years. 

Mr. Witttams. Yes. 

Mr. Avery. Transposing that same analysis on to your public 
lands in the West, how do we come out there? Is it somewhere in 
between? 

Mr. Wrutrams. Yes, it is my understanding, and there are a lot of 
things I don’t know about it, that in a good part or some parts of the 
West they have trees on public lands that grow at a faster rate than 
northern trees, but at a slower rate than in the South. 

As I understand it, it is all due to so-called temperature belts. I 
can understand you get in the Rockies and you get in the cold climate. 

As I understand it, that is the way the Lord laid this thing out so 
far as the colder countries and slower growing are concerned. The 
types of trees that are in the tropical countries are very soft, but we 
have been getting all the information we have from the United States 
agricultural representative, who makes his headquarters in Rome, 
Italy. 

They have been assembling information on raw materials from all 
the countries in the world; they have some very interesting informa- 
tion. 

All of this adds up to the fact that methods are being sought con- 
stantly to use the raw material peculiar to that country. That is 
why I mentioned India, which is a hot country, I mean a good part 
of it. 

In New Zealand and Australia, they are using a type of native 
wood but their problem of production is accentuated because of the 
long shipping haul. 

Mr. Avery. I have one more reference to your statement. As I 
recall, you said that it was estimated that to build a new pulpwood 
newsprint plant or pulpwood plant in Canada today, would only 
vield about 4.2 percent operating at full capacity. 

Mr. Wiuuiams. That is a statement that Mr. Fowler made. Of 
course, with all due respect to Mr. Fowler—I don’t say that Mr. 
Fowler wants to do anything other than to report what he believes to 
be the facts—but I don’t look upon Mr. Fowler as much of an 
evangelist as I am in trying to get more production. 

So I bring out the point that even though 4.2 was his estimate, and 
I have no quarrel with it, some Canadian mills have been expanding. 
They are either satisfied with 4.2 or these individual mills can make 
more than 4.2 

Mr. Avery. I think you also said, not in your formal statement, 
but in your colloquy with one of the other members of the committee, 
that there was some doubt in mind whether the increase in price the 
last 6 months by some of the southern mills was justified. Did I 
understand you correctly? 

Mr. Witurams. Let me put it another way: I would like to see 
the time come when there would be some individual pricing of news- 
print by mills based on what it required in the way of income to stay 
in business and to make a good profit. 

As it is now, whether you have a low-cost mill or high-cost mill, 
you get the same price. I was secretary of the committee that built 
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the mill at Lufkin, Tex. I hope that it not only will continue to be 
successful, but it will be bigger and better. 

But as a practical proposition I think the Lufkin mill is one of the 
most profitable mills in the world because it came into being during 
the period when the cost of building a mill was nothing like it is today. 

Now, you do like to feel that the price of the maker is related some- 
what to what is needed to make a profit to stay in business. 

As it is, it is an overall average price. It is just like any business- 
man. There are some businessmen going out of business that sell at 
the same price as somebody else, but they are not as efficient. 

There ‘are various varieties. And there are many arguments, by 
the way, against having different prices. 

You certainly could create a chaotic competitive situation in some 
of these cities if one publisher was able to buy, regardless of the 
reason, newsprint considerably lower than his competitor in the same 
town. ‘Things could happen on that basis. When we in the news- 
paper business have to have competitive circulation prices and 
advertising prices I feel that no one should quarrel with me when I 
begin to argue about the principal source of our material being sold 
at a price which is the same by all mills and frequently from mills 
that do not need that price to return a good profit. That is my point. 

The Cuarrman. Mr. Dingell. 

Mr. Dince tt. I have just this one question, sir. 

Do you have legislation before the appropriate committees in this 
Congress to effect the two forms of legislative relief that you discussed 
with us this morning, the change in the tariff and also the change in 
the long-term commitments? 

Mr. Wituiams. No, sir. The first time I mentioned the tariff 
matter is this morning before this committee. While I am aware 
that the House Ways and Means Committee originates revenue and 

tariff legislation, I have known some of you gentlem en too long and 
you have been too good to me for you to find out I have been before 
the House Ways and Means Committee advocating something when 
your committee deals with newsprint and would take whatever step 
was necessary to see that legislation was initiated even if technically 
it had to come out of the House Ways and Means Committee. 

I want to be very practical. I realize there is not going to be any 
general tariff bill passed by the Congress for some time to come. 
Therefore, any such thing as this has to be part of some other legisla- 
tion that is passed. 

While the term ‘“‘rider’’ is obnoxious to some people, I realize that 
amendments to the tariff law or revenue act of this type have to come 
that way. I hope this morning, if you view it with favor, that 
whatever steps are necessary will be taken. 

I do believe we can make out a pretty good case for it. It is not the 
normal cat-and-dog fight of the United States producer arguing about 
bringing in something extra; I mean the normal tariff fight. 

The other thing that was mentioned by Congressman Moss related 
to the greater use of long-term commitments for public lands. I must 
confess I am not exac tly up to date on what is necessary in the way of 
law contrasted with regulation. 

In other words, I could not tell you whether the Forest Service now 
under law is empowered to make sufficiently long-term commitments. 

The point I am trying to make in the use of the public lands for 
forests is that to build a mill you have to have something to stand on 
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stronger than a short-term basis of being able to buy Government wood 
from public lands, or being put on the spot to go up at public bidding to 
bid against somebody when you cannot get it from any other place 
because the lands are not there for the private company to supplement 
its own source. 

The CuarrMan. Are there any further questions, Mr. Dingell? 

Mr. Dineetu. No further questions. 

The CHarrMan. Mr. Alger. 

Mr. Atasr. Mr. Williams, I have listened with great interest to 
what you have said today and some of your ramblings have been most 
informative. 

I was interested in the same question that Mr. Avery asked that you 
covered on page 9 of the statement. 

This matter of profit versus shortage looks like a beautiful oppor- 
tunity for business, does it not? 

Mr. WiuuiaMs. Yes. 

Mr. Auer. Why, then, are there not producers if it is profitable? 
Is it in just what you have said in answer to the gentleman from 
Michigan, the matter of not having access to raw materials? Why are 
there not more plants building w hen there is a shortage in the market 
and a nice profit? 

Mr. Wiuurams. One of the reasons in my opinion, and it is a reason 
I think, which is very practical, when you stop to think about it, if 
DuPont or somebody else wanted to make a new product to expand, 
you have a potential X million customers. 

If it is one type of paper, if it is Kleenex, you have a potential of 
almost 160 million customers. 

Now for newsprint, there are only 1,750 dailies, daily newspapers 
and some of them are very small, and some 9,400 weekly newspapers. 

If you add them all up together, you have a comparatively small 
number of prospects. 

Mr. Aucer. Then it is the lack of demand 

Mr. Wiuurams. Demand is there, but the customers are not as 
widespread. There are certain areas in the country. I think one of 
the developments of the southern thing 

Mr. Auger. This does not follow. You go so fast. You said that 
the demand is there, but it is limited because of the number of pros- 
pects. Yet the demand is there. 

That is the very reason for bringing us up to date, as you pointed out. 

Mr. Wiiurams. Let me use an example. There was a concern 
that anounced a project 18 months ago while we were short on news- 
print. It announced a newsprint expansion in New Brunswick. It 
wanted to build a mill with 2 machines; 2 machines would be a mini- 
mum of 100,000 tons or more. 

But to do its financing and to get itself in shape they needed a list of 
customers that would sign contracts with them for from 10 to 15 or 20 
years. That was part of the financing of the proposition. 

Yes, they could go to a conside rable number of smaller papers, but 
the contracts that they got would be for 100, 200, 300 tons a year. 

Now, the big consumers of newsprint spend time figuring and 
planning and at the time they did not have the outlook, they had 
signed up for new tonnage from mills that were projected in various 
parts of the country. 
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Therefore, there were not enough customers left uncommitted with 
tonnage in sufficient volume to get the contracts sufficient to bring 
this mill into being. 

Mr. Auaemr. In effect the demand was not there. I am not trying 
to split hairs, but the demand is not there. If the man wants news- 
print and he does not want to sign a contract with you, there is a 
lack of demand. Could there be a lack of confidence in the prospective 
customer, the newspaperman, in the productive ability or the financing 
of the man who is approaching him for this contract or is it a lack of 
manpower on the new producer’s part to get around and see all the 
newspaper folks? 

What is the reason for the lack of demand? Why will they not sign 
up and say, “‘ Yes, we will take newsprint’’? 

Mr. Wits. In this particular case these were new people that 
had never been in the newsprint business. The publisher is just like 
everybody else. When the word goes around there is a new project 
and new producer coming into the field his present sources of supply 
try to convince him that “It is not necessary for you to be interested 
in anybody else, we are going to produce the newsprint to take care 
of you.” 

That is part of the picture. 

Mr. Aueer. I know [| have to oversimplify, but you took up this 
case of New Brunswick. Now, you just said that the newspaper 
publisher may not recognize, if I understood you, that there will be 
a shortage because he has been assured by his present supplier that 
they will have newsprint on hand; is that right? 

Mr. Wiuiams. In the individual case. 

Mr. Aucer. Then in the individual case some of the publishers in 
this country don’t realize there may be the shortage that you have 
just pointed out in representing them; is that right? 

Mr. WiuuiaMs. | stated back here the thing that distressed me was 
that right now, in this comparatively easy period, some publishers 
were not having to meet the freight car in the yard to rush their news- 
print into the plant, they think their troubles are over. 

Mr. Aucrer. Ther the work needs to be done in your organization 
and not necessarily by us. 

In other words, you have a little homework to do among the asso- 
ciation members because if you fellows cannot get together they are 
putting not only you in a bad spot, but making it tough for us. 

If they cannot recognize that there is a shortage, I do not see what 
we can do about it unless we can do the things you ask. 

I still cannot understand, if we are going to rely on the kind of 
business we have had in the past, when there is a ready market for 
the product, there is a need for it, and « aking your 
observation at page 9 at full value, that it is better than 4.2—there is 
not enough to attract busiaess. 

If the statement of Mr. Fowler stands, of course, there will not be 
any new plants. 

The CHArrMAN. Would the gentleman yield to me? 

Mr. Aucer. Yes, sir. 

The CHarrMan. I ask the gentleman to yield for this purpose: I 
would like to make a comment on that particular point. 

Mr. Aucer. Please do. I really have taken more than my time. 

The CuairMan. I have to go to the floor of the House. 
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Mr. Dingell is going to take over. We have a bill on the calendar 
that is a pretty important bill to some people, it is a little complicated 
and [ think it is necessary that I be there. 

I wanted to ask at this point, however, on that question you are 
discussing, is it not a fact that about 80 percent of the production of 
newsprint, maybe more or less, is already uader contract with news 
publishers? 

Mr. WiuuiaMs. I would say that generally speaking 90 percent-plus 
of all the newsprint that is in sight is now under contract, under long- 
term contract. 

The CuarrMan. So that the newspaper publisher gets the producer 
tied up and the producer gets the publisher tied up? 

Mr. WiuuraMs. That is right. 

The CHarrMAN. One cannot very well leave the other one because 
if something happens to the news publisher and that particular 
supplier’s difficulties diminish, and he tried to go to somebody else, he 
finds himself on a limb during the interim while the new plant is being 
constructed which may be a couple of years. Is that not right? 

Mr. WitiraMs. Some publishers as a matter of policy prefer to make 

contracts with an existing producer, particularly if he is pretty good 
size, they are better protected, if additional e xpansion is delayed. 

We have had an instance where an entirely new mill did not come in 
on time. 

The CuHarrMan. It is a sort of cycle that goes around in circles here 
and produces a dilemma, as I see it. A men that I know very well 
has ample supply of timber, southern pine, and is thinking of going 
into the paper business, in fact, he is planning to, but they are not 
going into the newsprint business. 

A very careful analysis by appropriate people, engineers and so 
forth, cost studies and all, indicated to them that one cannot expect to 
make over 4 percent. 

I think everyone realizes that going into a new industry, with the 
high cost of construction we have today, that when they start out if 
they cannot see more than 4 percent it is not a very attractive proposi- 
tion to them. 

No. 2 is that there are new sites that are available. I can point 
to three in fact that I know about in case any of your associates make 
inquiries of you. 

The International Paper Mill is one of the largest operators in 
that business in the country, and their representative has told me 
that one site is one of the outstanding remaining sites in the United 
States of America that they want. 

So there are new sites available that I know of in our part of the 
country. 

Is Mr. Neubrech here? 

Mr. Neuprecu. Yes. 

The Cuarrman. Mr. Neubrech, you were here with Mr. McCoy, 
sometime back when we had this proble m? 

Mr. Neusrecu. That is right. 

The CuHarrMAN. As we understood it then, a report was being made 
up and the Department expected to have it ready in a given time, a 
few weeks after that. 

Mr. Nevuprecu. That is right. 

The CuarrMan. Could you advise us what the status of that work 


is? 
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Mr. Neusrecu. Yes, sir. We were talking to Dr. Stevenson last 
week. We expect to submit the report to your committee possibly 
this week, Friday, or at least in the next 10 days or so. 

The CHarrMAN. Would you like us to have a meeting of the 
committee in order that you can bring it up and submit it to us, or 
did you have in mind to submit it more or less formally in writing? 

Mr. Neusrecu. We had in mind submitting the report to your 
committee and then if you desired to have a hearing to have us present 
a summary review, we would be very happy to do so. 

The Cuarrman. When you get ready, if you will contact Dr. 
Stevenson, I will try to arrange the committee’s schedule in order 
that we can get that done. 

As I understand it, that is a very valuable report. We discussed 
it at the previous hearing. I have personally been quite anxious to 
get the report in. If it is about ready, I am very glad and I will be 
looking forward to word from you when you are ready. 

At that thme we will be glad to arrange for you or Mr. McCoy, 
whoever will be the appropriate one, to come before the coleesines 
and give such summary or explanation as is desired. 

Now, Mr. Alger, with my apology for interrupting, you may 
proceed. After you have concluded Dr. Neal and Mr. Bush may 
have an opportunity. 

Following that, we want to hear from, if the members will bear 
with us and can stay unless everybody is called to the House, Mr. 
Murphy, who has a short statement to present because this afternoon 
we have another meeting starting at 2 o’clock on another subject. 

Mr. Aucer. Mr. Williams, I enjoyed your statement and the 
answer to the questions. There is so much that I do not know about 
this I will try to do a little homework and inform myself so that I 
will be a little more enlightened on the subject. 

Mr. Wiuiiams. Congressman, I would be delighted, I think it 
would be helpful to us, if you will. If anything further develops I 
will be glad to respond. 

Mr. Aucer. As the chairman very succinctly put it, if you get the 
producer and the purchaser tied up on contracts the inability or the 
failure or the hesitancy to go out to get new production is a rather 
unrealistic situation to be in. 

Mr. WixiuiAms. Not so many years ago a publisher that signed a 
contract for longer than 1 year for newsprint would normally have his 
head examined because there was a free market, plentiful supply. 
He could play one against the other. 

But then the market tightened up and the need for more production 
came about. You see, these contracts are used and recognized | 
the insurance companies and the banks as collateral, which is wor h 
much more to them than the value of the mill and the land and all. 

So that has brought about this situation. We have also re coznized 
that the average publisher today, in fact more than the average, wou d 
not hesitate to sign a 15-year contract if he was in a position to do so. 

Mr. Atcer. Mr. Williams, I have taken more than my time. It 
is my hope that whatever the solution of this is, it will be without 
Government regulation, by the way. 

Thank you, Mr. Chairman. 

Mr. DinceE tu (presiding). I believe Dr. Neal is next. 
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Mr. Neat. Mr. Williams, I certainly have enjoyed your very 
formal and informal discourse here. 

As I view the situation, the contracts are all made on the same 
basis, at a uniform price, as [ understand it; is that true? 

Mr. Wiuuiams. Actually the mill has the right to fix the price in 
the contract. The price is not mentioned. It says the price shall be 
no higher than that or the price of several other mills. If it turns out 
that the publisher does not like that price he has a right to cancel the 
contract, but the difficulty there is that if he cancels it he cannot go 
anywhere else to get his paper. 

Mr. Nea. Then we practically recognize that the suppliers of 
newsprint are completely monopolistic? 

Mr. Wiuurams. I do not want to leave you with the connotation of 
using the word monopolistic that there is any group or organization 
that has put all this together. But the facts of life are such that the 
newsprint producers do not have the kind of competition that I think 
is healthy for a producer to have. 

Mr. Neat. I see your point. In other words, as I review the whole 
situation from your remarks, there is not very much prospect of condi- 
tions developing that will change that situation in the near future, is 
there? 

Mr. WiuuiaAms; No, sir. There is a lot of missionary work to be 
done among the publishers, I never lose an opportunity of trying to 
convince the publisher that in my judgment, and after all, he can 
discount me by whatever he can disprove of what I say, the time is 
not far distant that if the necessary supply is to be assured in the 
future the publisher himself has to go about building some mills. 

He cannot depend on private enterprise, whether it be 4.2 percent 
or whatever the profit, he knows he must have newsprint to stay in 
business and to expand and he may have to make some investments. 

Some of the more successful newspapers in the country, as you 
know, have already, over a period of years, invested and now own 
considerable part of their newsprint production, not because they 
wanted to, but because they wanted an assured supply. 

Mr. Neat. By and large you say the Canadian ownership of news- 
print production is practically held by nonnewspaper people? 

Mr. Wiuuiams. Yes, sir; it has been held largely in securities that 
are on the exchange. 

Mr. Neau. Thank you very much. I have thoroughly enjoyed 
your discussion. 

Mr. Dineeui. Mr.- Bush. 

Mr. Bus. Mr. Chairman, I was very glad to get the report from 
the Department on the question that Mr. ene asked because [ have 
been looking forward to receiving that report, knowing that it will 
furnish a lot of information that we are all interested in. 

Mr. Williams, in your opinion, and I apologize for coming in late 
and I missed a great deal of your testimony, but I did hurriedly go 
over it—in your opinion there is a shortage of newsprint, or we are 
going to be faced with a shortage of newsprint. 

Mr. Wiiuiams. Yes, sir. I contend that while we are not in a 
pressing condition today, it is not comfortable. 

In other words, Congressman Bush, we had one thing happen last 
summer. You can have a fire in a mill in 1 machine or 2 machines 
or you can have a quickie strike, transportation or otherwise, and if 
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that happened some other publishers would have to come to the 
rescue. 

Mr. Busu. Suppose the publisher today put on a drive to go out 
and get new customers, a real intensive drive, would that not bring 
about a shortage of newsprint in the very near future? 
running that c lose? 

Mr. WituraMs. Yes. As a matter of fact, the price of newsprint 
does not make the publisher too eager, like a few years ago, to go 
out and try to expand his circulation, giving away sample copies and 
doing all the other things. 

It is too expensive to do much in the way of promotion. But the 
fact that he can get supply now at the contract price and does not 
have to pay high spot prices, encourages him to look forward to a 
little more hes thy growth, which he would not have attempted to 
have done at any price if he had to go out and pay high spot prices 
for the newsprint. 

Mr. Busu. Thank you, Mr. Chairman. 

Mr. Dineeutt. Thank you, Mr. Bush. 

I would just like to ask one more question. It has to do with the 
American Newspaper Publishers Association Newsprint Bulletin No. 
30, dated April 26, 1957. 

In the conclusion appears this sentence: 


I mean it is 


Because newsprint is somewhat easier in supply at the moment there is nothing 
in the present picture which warrants taking continued adequate supply for 
granted. 

| believe we should infer from that much of what appears in your 
statement before the committee today. That is that while it may be 
adequate today, there is not enough at the present time, when you 
consider the expanded need to protect the publishing industry be- 
tween now and 1960. Am I correct? 

Mr. Wiuuiams. Yes, sir, Congressman. If this statement and my 
further discussion had had a text from which to speak, that would 
have been my theme song, that sentence. 


All I have said today is in an effort to support and justify that 
conclusion. 


Mr. Dince tu. Is there anything you would like to add to what you 
have already said? 

Mr. Wiuurams. No, sir. At this moment I would doubtless dupli- 
cate and start off in another direction and it would only consume your 
time. 

Mr. Dineevt. Thank you very much, Mr. Williams. 

Mr. Wiutrams. Thank you very much, and I thank the committee 


Mr. Dincetu. Our next witness is Mr. Howard Murphy, business 
manager of the Afro-American newspapers. 


STATEMENT OF HOWARD MURPHY, BUSINESS MANAGER, AFRO- 
AMERICAN NEWSPAPERS, BALTIMORE, MD. 


Mr. Murpuy. First of all, I want to apologize that I did not bring 
sufficient copies to distribute. I will have these copies mimeographed 
and mail them back so that all of the committee can have a copy of 
my statement. 

My statement is very short. I just wanted to try to take another 
tack because I realize that Mr. Williams, the secretary of the News- 
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paper Publishers Association, had a wealth of data that I could not 
submit. 

But I wanted to speak in behalf of the smaller papers, the weekly 
papers, and speak from a different angle other than what he has 
spoken of. 

Gentlemen, I am Howard H. Murphy, appearing on behalf of the 
National Newspaper Publishers Association. This is an association 
of colored newspaper publishers with weekly circulation ranging from 
180,000 to 5,000. Most of them have their own plants, publishing 
their papers exclusively. Some have job departments to supplement 
their income. 

Outside of payroll which averages 46 percent in my organization, 
namely, the Afro-American newspapers, the next highest expense item 
is newsprint, which averages 16 percent. 

With cost of newsprint increasing from $35.50 a ton in 1936 to 
$134 on March 1, 1957—this is an increase of nearly 400 percent in 
21 years—many small weekly newspapers have had to go out of 
business. 

And let me pause here for a moment to comment on the important 
role the weekly paper plays in the life of America. 

In 23 counties and Baltimore City in Maryland, only Baltimore 
City and 5 counties have a daily newspaper. The other 18 counties 
for legal notices and local news rely on weekly newspapers. 

You Members of Congress who come from the nonmetropolitan 
areas know the value of the small weekly paper. 

The weekly newspaper acts as a sounding board for the small com- 
munity. The me tropolitan papers, however large, are unable to cover 
the smaller areas, unless it is a front-page headline as in the case of 
little Benny who falls into a well in Manorville, N. Y., a town of 50 
inhabitants hardly known to exist before. 

I have been speaking in the general area of the weekly press, how- 
ever, if you want to know the news, thoughts, and reactions of the 
colored people in this country, you must read the colored new spapers. 

I feel strongly that this committee should give some serious thought 
to subsidizing the small weekly papers, as the ‘y are a vital part of our 
way of life here in America. 

I say this because 80 percent of the newsprint comes from Canada, 
and I doubt that this committee can effectively regulate the price of 
Canadian newsprint. 

This Government needs to use its great forest reserves in Alaska to 
encourage construction of paper mills so that the United States will 
not need to depend chiefly on Canadian production of wood pulp. 

This Government also should encourage studies in chemistry leading 
to the development of a cheaper substitute for woodpulp in the pro- 
duction of newsprint. 

You must be saying to yourselves with newsprint cost going from 
$35.50 to $134 per ton in 21 years, how do these papers which have 
survived stay in business. 

Well, this is what some of us have done in order to survive. At 
great expense, we have adjusted our presses to print a narrower width 
paper. 

As you may or may not know, most weekly papers range in size 
from 4 to 20 pages. With the increased cost of newsprint, it has 
become necessary to reduce the size of these papers, condense the news, 
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making it necessary sometimes to leave out important news and 
features. 

Where some have been biweekly, they have been forced to come out 
once a week. I feel the average weekly newspaper publisher deserves 
even more credit than the big industrialist for his ability to meet costs 
necessary to stay in business. 

I cannot too strongly emphasize the point I formerly made in that 
the weekly newspaper is a vital part of our democratic way of life, 
making it possible for the American citizen to be kept informed of 
local happenings, to read legal notices, and to express himself as he 
sees fit, whether it is a criticism of his local or National Government. 

Through the medium of the weekly press alone, many of you 
gentlemen can keep your hands on the pulse of your communities. 

That is why I suggest that you study the possibility of a subsidy 
to develop new sources of newsprint. 

You can understand that this does not in any way carry with it 
the possibility of muzzling the press, for better it be that they go out 


of business than be censored as the press is in the Iron Curtain 
countries. 


Thank you. 

Mr. Dineevi. Thank vou very much, Mr. Murphy. As you 
happen to know, I have two very fine Negro newspapers that are 
circulated in my district. The Chronicle and Courier. I think you 
are familiar with both of them. 

The Chronicle is published and printed by three pretty good friends 
of mine. So I have some knowledge of the problems that you have 
been discussing. 

You referred to narrower paper; along those lines I was particularly 
interested. That runs parallel to a recommendation made by Mr. 
Williams, the witness who preceded you on the stand. 

He suggested that 14-inch rolls be admitted duty free instead of 
the present 15 inches. Would that be helpful to your association 
members? 

Mr. Murpny. Yes. 

Mr. Dincetut. Now, you mentioned the possibility of Government 
action to develop other sources of newsprint. Do you have any 
specific legislative recommendations to make to us at this time along 
those lines, sir? 

Mr. Murpuy. I am not in a position to suggest what legislation 
would be necessary. The emphasis that I wanted to make was that 
if I could get over to the members of your committee that the weekly 
press is—for instance, I think Mr. Williams said something about 
competition, the corner grocery store where he could buy half a barrel 
of flour or half a barrel of sugar and he is competing with the giant 
chainstores, but I think in the case of the weekly press it is a different 
thing entirely because you can envision that if the high cost of pub- 
lishing newspapers in this country becomes prohibitive and only a few 
big newspapers would be allowed to exist, that you would then begin 
to have one point of view which none of us would care to see. 

In my own city of Baltimore the great criticism perhaps is that we 
have the great Sun paper which usually supports the Democratic 
Party, but of late they have taken quite a stand in the Republican 
Party. I mean its reputation is that it is usually a Democratic paper. 
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The other paper is the Hearst paper, the Baltimore News, which 
does not indulge too much in local politics and does not editorialize 
too much. 

So that in a city of a population of almost a million people we have 
an editorial point of view of one particular editor. 

The ideal thing would be to have a Republican paper showing the 
other point of view. The same thing might be said in the early days 
of the Chicago Tribune where you had a big paper expressing one point 
of view and not having another paper to express another point of view. 

The emphasis I want to make at this hearing is that the members of 
the committee, and a good many of you perhaps come from smaller 
communities, first of all would like to know the thinking of the people 
and the citizens in their community. They would like to know what 
they are thinking about and at good many times they cannot get it, 
because of the high cost of producing paper they do not get it. 

If I could get the committee to think in that trend; after all I do 
realize, as Mr. Williams has so well stated, it is almost like a vicious 
circle. Which comes first, the hen or the egg? 

The point I want to stress is that if I could get this committee 
interested in the small weekly papers and small daily papers of the 
country that may eventually have to go out of business because of the 
high cost of production, which could create a serious situation in the 
country as far as thought control. 

There ought to be some way in which we could work out a program 
whereby we could prevent the dissolution of the small papers. 

Mr. Dincetu. | certainly agree with you very much on that point, 
Mr. Murphy. I want to compliment you on a fine statement this 
morning. I think you speak very well on behalf of the whole segment 
of the small newspaper industry and the weeklies and the small dailies, 
too. 

You are to be complimented on a very fine staterent. 

Mr. Bush, do you have any questions? 

Mr. Busu. I have only one, Mr. Chairman. 

Mr. Murphy, you spoke of subsidies for the weekly newspapers. 
What would you suggest, or how would you suggest that that be 
brought about? 

Mr. Murpny. As I said, that is a touchy subject right here at 
budget time, plus the fact that there are perhaps a good many news- 
papers that would not agree with that statement for fear that any 
form of subsidy would be thought control. 

As I said, in my last sentence, unless it could be done in such a way 
that. it would not interfere with the free expression of the editorial 
point of view, then I would not have any more suggestion to make on 
that point. 

But there are industries that because of situations that has arisen 
for instance, I think in the aviation industry, for the mail that the 
Government has to subsidize to a certain extent. I don’t know 
specifically. 

Mr. Busu. The weekly newspapers of our country have never been 
subsidized, have they? 

Mr. Murpuy. No. No paper has been subsidized. 

Mr. Busn. They have never asked for it, have they? 

Mr. Murpny. No. 

Mr. Busn. It is just one of those things that is your own opinion? 
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Mr. Murpny. It is my own opinion. 

Mr. Busu. There is no association of anything like that back of 
your thoughts? 

Mr. Murpuy. No. I doubt whether the association would allow 
me to make that statement. I simply make it perhaps in desperation 
rather than have the small papers go out of business, that there should 
be some form of subsidy to allow them to continue. 

I imagine all of you gentlemen want to know what the people are 
thinking in your own communities. 

Mr. Busu. I have a lot of weekly newspapers in my district. They 
have been there for many years. They are doing what you have said, 
they are cutting down on news and using more space for advertising. 

They seem to be getting along all right. 

That is all, Mr. Chairman. 

Mr. Dincetit. Thank you very much, Mr. Murphy, for your 
statement this morning. We appreciate having you. 

Mr. Murpuy. Thank you. 

Mr. Drncett. If there are no further questions and no further 
witnesses who desire to be heard this morning, the committee will 
stand adjourned. 


(Thereupon, at 12:30 p. m., the committee was adjourned, to re- 
convene subject to the call of the Chair.) 
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MONDAY, JUNE 17, 1957 


Hovusr or REPRESENTATIVES, 
SURCOMMITTEE ON COMMERCE AND FINANCE OF THE 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The subcommittee met pursuant to call, at 10 a. m., in room 1333, 
New House Office Building, Hon. Peter F. Mack, Jr. (chairman of the 
subcommittee), presiding. 

Mr. Mack. The subcommittee will be in order. 

We have had several hearings before on newsprint which were held 
by the full committee and the subcommittee is continuing those 
hearings this morning. 

The purpose of the hearing today will be for the purpose of receiving 
from the Department of Commerce a report on the supply-demand 
situation in the field of pulp, paper, and board. 

For many vears the Committee on Interstate and Foreign Com- 
merce has been active in keeping abreast of the situation respecting 

the current and prospective consumption and production of newsprint 

and other papers, the facts affecting production and supply, and the 
possibilities of additional production through new facilities or utiliza- 
tion of alternate source materials. 

During the last Congress, through the Subcommittee on Commerce 
and Finance, the survey on newsprint continued on two general fronts: 
the first being that of the immediate outlook as to supplies adequate 
to meet the needs of our publications, and the second being that of a 
survey of the various factors bearing upon assurances of adequate 
supplies in the longer term future. 

As to the immediate outlook for newsprint supplies, the subcom- 
mittee and the committee, each year, have issued current reports so 
that the Members of the House and the public might be kept informed 
of the prospects for the coming year. 

On the longer term picture, the subcommittee initiated in 1955, and 
received at the beginning of 1956, a study by the Forest Products 
Division, of the Business and Defense Services Administration of the 
Department of Commerce, which set forth a comprehensive analysis 
of the outlook for newsprint supply-demand for the next 10 years. 
This hitherto has been published. 

It was apparent to the subcommittee, however, that a full apprecia- 
tion of the newsprint supply-demand situation, as well as that of 
other papers used by our publishers, could not be had without an 
understanding of the total draft made by all users upon the common 
wood and woodpulp supply. Accordingly, in May of last year, the 
subcommittee requested the Department of Commerce to expand the 
study of newsprint to include the supply of raw materials and the 
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channeling of such supply into different grades of paper, and to indi- 
cate the various factors bearing upon the competitive uses for the 
common source materials. As many grades of paper, and especially 
newsprint, are worldwide in their market, such study was to include 
a survey of the world situation, as well as domestic, where it had a 
bearing. 

This study has been completed, and is being submitted today to the 
subcommittee by the Department of Commerce. From such knowl- 
edge as I have of it, this report is a monumental one, and represents 
the results of a year of painstaking and earnest effort on the part of 
those within the Department who have been in charge of it. [I assume 
that Mr. McCoy in his presentation will make acknowledgment of 
those who have made the report, so that I shall net do so here. 

I may also add, for the benefit of the press and the public attending 
the session here today, that the report has been set up in type, will 
be filed today by me as a House document, and thus should be printed 
and ready for general circulation tomorrow morning. We have made 
such advance preparation in the thought that we should like the least 
delay in having this comprehensive study generally available. 

Mr. McCoy, we are very glad to have you with us this morning 
and we certainly would be interested in hearing your statement. 


STATEMENTS OF H. B. McCOY, ADMINISTRATOR, BUSINESS AND 
DEFENSE SERVICES ADMINISTRATION; JAMES M. OWENS, 
DEPUTY DIRECTOR, FOREST PRODUCTS DIVISION; W. LeROY 
NEUBRECH, ASSISTANT DIRECTOR FOR PULP PAPER AND 
PAPERBOARD, FOREST PRODUCTS DIVISION; HORACE HART, 
ASSISTANT DIRECTOR FOR PRINTING AND PUBLISHING, FOR- 
EST PRODUCTS DIVISION ; AND WALLACE PEDERSON, PROGRAM 
EXECUTIVE FOR PAPER, FOREST PRODUCTS DIVISION, DEPART- 
MENT OF COMMERCE 


Mr. McCoy. Thank you, Mr. Chairman. I am very glad to be 
here this morning representing the Department of Commerce to 
present to this subcommittee the report on the pulp, paper, and board 
supply-demand situation. 

The report is being presented to you as indicated this morning. 
Those who have participated in the development of the report are 
referred to by name in the foreword of the text of the report and 
since there are many of them and they had various contributions, I 
will not attempt to identify them in my statement. 

1 would like to say, however, Mr. Chairman, that the staff of the 
subcommittee and the committee staff have been very helpful to the 
Department of Commerce people in the preparation of the report in 
advice and counsel which we have received from them, to insure that 
the report fully meets the requirements of the subcommittee and 
yourself. 

Mr. Mack. Thank you very much. 

Mr. McCoy, you are going to mention the different groups 
= icipating? 

Mr. McCoy. Yes; I will. 

1 have, Mr. Chairman, a prepared summary statement here which 

I would like to read which is quite brief, and then, of course, I will be 
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available, together with members of my staff, for any questions you or 
the members of the subcommittee may wish to put to us. 

The general subject of pulp and paper, with particular regard to 
newsprint and other printing papers, has been a matter of interest to 
Congress over a period of many years. This report entitled, ‘‘Pulp, 
Paper and Board Supply-Demand,” which we are reviewing today, 
was prepared at the request of the Chairman, Subcommittee on 
Commerce and Finance of the Committee on Interstate and Foreign 
Commerce, House of Representatives, in accordance with a letter 
dated May 3, 1956, addressed to the Secretary of Commerce. 

The Subcommittee on Commerce and Finance requested the De- 
partment of Commerce to prepare a study on the demand for and the 
supply of various grades of paper, and to consider carefully the supply 
of raw materials and channeling of such supply into different grades 
of paper. 

While this request was concerned with the availability of newsprint 
and other printing papers, this study necessarily had to be broader in 
scope because of the fact that the raw materials and production facil- 
ities used in the manufacture of these papers may frequently be used 
for other types of end products. Consequently, the supply-demand 
relationship for all major grades of paper and board had to be analyzed 
in order to give a reasonably accurate picture of any particular seg- 
ment. This necessitated evaluating both domestic and foreign de- 
mands on United States production and to appraise the availability of 
imports to United States consumers. 

This is the first study ever prepared by the United States Depart- 
ment of Commerce for public use which analyzes projected future 
supply and demand in terms of principal products for one of the 
nation’s major manufacturing industries. 

Historically, the pulp, paper, and board industry has established a 
record of fast growth. Since 1900 the industry has materially ex- 
ceeded the general business increase as reflected in the gross national 
product. The tonnage production of paper and board in 1955 was 
14times larger than at the turn of the century, while the gross national 
product (in constant dollars) was 6 times greater. 

This report points to further vigorous expansion in demand for the 
products of the domestic industry. By 1965, total paper and board 
production, assuming a continuous prosperous economy, is projected 
to be 40 percent higher, and woodpulp output 43 to 46 percent greater, 
than in 1956. 

In 1956, the value of pulp, paper, board, and allied products totaled 
about $11 billion. Capital investment in plant and equipment was 
close to $8.5 billion at the end of 1956. During 1957, 1958, and 1959 
it is estimated that the industry plans to invest an additional $2 
billion expansion in production facilities. 

A factual appraisal of the pulp, paper, and board industry and its 
principal component products, covering historic trends together with 
future projections, represents an intricate economic and statistical 
analysis in the field of industrial research. 

This report does not attempt to forecast definitely supply or demand 
for any particular vear. 

I think we want to make that clear, Mr. Chairman, that that is not 
a forecast. It isa projection. The estimates of domestic demand are 
statistical projections based upon stated assumptions, while export 
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demand estimates are the result of considered judgment of develop- 
ments in world markets. 

The projections of both supply and demand should be reappraised 
periodically, perhaps at 2-year intervals, adjusting them for economic 
and technological changes as these occur. 

The nature of the analysis pertaining to the basic and projected 
data, gathered from many sources, suggested the desirability of review- 
ing a preliminary draft of this study with carefully chosen industry 
advisory committees. These committees were established by the 
Department under criteria assuring balanced representation among 
large, medium, and small producers and consumers, as well as product 
and regional groups. The two committees established were the 
Pulp, Paper and Board Industrial Consumers Supply-Demand In- 
dustry Advisory Committee and the Pulp, Paper and Board Producers 
Supply-Demand Industry Advisory Committee. 

A task group from the 2 committees, composed primarily of com- 
pany marketing executives or economists, met with Department of 
Commerce officials on December 4, 1956, to review the scope and 
mechanics of this study. Their recommendations and observations 
were taken into account with particular regard to the statistical 
projections of domestic demand for paper and board by major grade 
groups. <A proposed final draft was reviewed as follows: 

With the Producers Committee on April 23, 1957. 

With the Consumers Committee on May 2, 1957. 

Minutes of the three above-mentioned meetings appear in the 
appendix of this report. 

The term ‘‘net demand” used in this report means domestic demand 
plus export demand minus import supply. Thus ‘‘net demand”’ is 
synonymous with “required United States production.” 

Projections of annual net demand for domestically produced pulp, 
paper, and board have been made only for 1958, 1960, and 1965. In 
the case of newsprint, however, demand estimates also include 1957 
and 1959. 

United oan bon and board-capacity data used in this report are 
on 2 bases: 1, capacity representing full, practical, possible output 
based on an sdaaieet all-out demand and adequate raw materials, 
labor, and operating cee which is identified in this report as 

“indicated maximum” capacity; and secondly, the historical or 
traditional capacity basis. 

The indicated maximum capacity—the term we have used here— 
establishes an entirely new concept of paper and board capacity. It 
is, therefore, extremely important to relate projected data to the 1955 
and 1956 ratios of production so as to properly interpret the estimated 
capacity for future years. 

The historical or traditional capacity is based on 310 days a year 
production for paper (except newsprint) ; 310 days for building papers; 
312 days for building boards; and 313 or 314 days for paperboard. 
Newsprint capacity prior to 1952 was on the basis of 310 days a year 
but since 1952 is based on each company’s prevailing operating 
schedule in the form of days per year. 

The new capacity survey for 1957, 1958, and 1959 was conducted in 
late 1956, and the results tabulated as of March 1, 1957. Since then 
some pulp, paper, and board companies have announced decelerated 
expansion programs. 
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Wooapulp capacity historically has been full, practical output under 
conditions of all-out demand, similar to the indicated maximum basis 
for paper and board used for the first time in this report. 

Estimates of newsprint production (demand), production potential 
(capacity), and exports and imports were made for 1956 through 1959. 
As an important international commodity, newsprint is sensitive to 
fluctuations in world demand and supply. Therefore, a new, compre- 
hensive world survey was conducted, covering 74 countries including 
Canada and the United States. 

In 1965 the estimated United States net demand for paper and 
board will total 43,800,000 tons, an increase of 40 percent over 1956 
production of 31,336,000 tons. Increases in expected 1965 net demand 
by grade groups of paper and board, compared with 1956, are expected 
to vary, as shown in table 1. Actual United States paper and board 
production for 1955 and 1956 as compared with net demand for 1958 

and 1965 is also shown in table 1 

Parenthetically, Mr. Chairman, those tables are in your galley 
proof which you have before you, if you want to refer to them. 

On the indicated maximum basis, total United States committed 
paper and board annual capacity should reach 39,700,000 tons in 
1959, compared with the corresponding 1956 capacity of 34,095 ,000 
tons, an increase of 16.5 percent. On the historical basis, 1959 com- 
mitted annual capacity would be 37 million tons, an increase of 16.0 
percent over the corresponding 1956 capacity. Expansions in 
capacity, by grade groups, are shown in tables 2 (indicated maximum 
basis) and table 2 (historical basis). 

For 1958, United States paper and board committed capacity is 
expected to total 38,800,000 tons on the indicated maximum basis, 
or 36,100,000 tons on the historical basis, compared with net demand 
(required production) of 34 million tons. 

On the indicated maximum capacity basis, the ratio of estimated 
production (net demand) to capacity would be 87.6 percent. In 
1955 and most of 1956 when a very strong demand existed for the 
products of the United States paper and board industry the com- 
parable ratios of production to capacity were 92.7 in 1955 and 91.9 
in 1956. 

Using the historical capacity basis, the 1958 ratio of estimated pro- 
duction (net demand) to capacity would be 94.2 as compared with 
98.7 in 1955 and 98.2 in 1956. (See tables 4 and 5.) 

While similar ratio comparisons are not available for 1957 and 1959 
relative to net demand (required production) compared with in- 
dicated maximum capacity and the historic capacity, approximate 
relationships between capacity and net demand may be noted from 
chart 1. 

World newsprint demand in 1959 is expected to total 14,900,000 
tons compared with a production potential of 16,300,000 tons. Be- 
ginning in 1957 there is expected to be a growing cushion of supply 
in excess of world demand as shown in table 6. 

United States newsprint consumption demand is expected to rise 
to 8,250,000 tons in 1965, compared with 6,800,000 tons in 1956, a 
gain of 213 percent. For 1957, 1958, and 1959 a growing margin of 
supply over demand is indicated. During these 3 years United 
States new spr int capacity increases are expected to more than meet 
the growth in domestic demand, with the result that newsprint im- 
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ports into the United States may decline in this period. (See table 6.) 

Future trends in United States newsprint consumption are analyzed 
in considerable detail in section II of the report. In summary, 
United States demand for newsprint through 1959 is expected to be 


as follows: eas 


ees: icc ess clea is ps sales ae gras a hg og eee 7, 000, 000 
Pe ee See eS ate RR See ae Ae ae ee aloe 7, 030, 000 
pm dd SS i 2 er a ee a Cy ee a 7, 180, 000 


United States annual newsprint capacity is expected to increase 
to 2,360,000 tons by 1959, as compared with 1955 production of 
1,459,000 tons. This increase of nearly | million tons in capacity 
means that the United States could produce about 33 percent of its 
domestic consumption requirements by 1959. Prior to 1950, United 
States Production accounted for about 18 percent of its total supply; 
in 1956 domestic mills supplied 23 percent. 

For the year 1965 it has been estimated that United States news- 
print production will be about 2,700,000 tons, roughly 33 percent of 
United States requirements. On the basis of the 1960 production 
potential of 2,475,000 tons, it seems reasonable that through speedups, 
modernization, and so forth, the 2,700,000 tons could be obtained by 
1965. 

Exports of newsprint by the United States are expected to level off 
at 150,000 tons annually between now and 1959 with the traditional 
markets of Latin America and the Philippines taking most of this 
tonnage. An analysis of historical and prospective United States 
exports of paper and board, including newsprint, appears in section II 
under “Export demand.”’ 

Import requirements between now and 1959 may decline gradually 
to under 5 million tons by 1959. This decline would result from 
United States production increasing faster than domestic demand and 
therefore possibly reduce American dependence upon imported news- 
print by some 500,000 tons by 1959 as compared with 1956. 

The import volume of newsprint for 1957, 1958, and 1959 has been 
estimated as the residual figure resulting from projected domestic con- 
sumption plus exports minus estimated domestic production. If 
United States mills operate at capacity, it is estimated that United 
States production in 1959 will account for 33 percent of total national 
newsprint consumption. 

Net demand for woodpulp produced in the United States in 1965 
is estimated to total 32,400,000 tons, an increase of 46.5 percent com- 
pared with production of 22,121,000 tons in 1956. Increases ex- 
pected in 1965 net demand for woodpulp as compared with 1956 vary 
according to grade group, as shown in table 7. This table also shows 
actual production for 1955 and 1956 and net demand for 1958 and 
1960. 

Domestic woodpulp production capacity is expected to total 
28,900,000 tons in 1959, an increase of 19.4 percent over 1956 capacity 
of 24,198,000 tons. Annual woodpulp capacity by years, from 1955 to 
1959, is shown in table 8 

For 1958, United States woodpulp capacity is expected to total 
28,200,000 tons compared with net demand of 23,900,000 tons on the 
growth-trend basis. The ratio of production to capacity in 1958 
would be 84.8. In 1955 and 1956, when a heavy demand existed for 
United States produced woodpulp, the production ratios to full 
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capacity were 92.6 in 1955 and 91.4 in 1956. (See table 9.) -An 
approximation of the production-capacity ratios by years for 1955 to 
1959 may be noted from chart 3. 

United States total woodpulp consumption in paper and board 
manufacture and in nonpaper uses for 1965 is estimated at 34 million 
tons, an increase of 42 percent over actual 1956 consumption of 
23,839,000 tons. Paper grade woodpulp consumption for 1965 is 
shown at 32,300,000 tons, a gain of 40.3 percent over 1956; dissolving 
woodpulp for 1965 is estimated at 1,700,000 tons, an increase of 81.6 
percent over 1956. Table 10 shows woodpulp consumption, by grade 
groups, for 1955, 1956, 1958, 1960, and 1965. 

Consumption of pulpwood by the pulp industry is estimated to 
total 52,800,000 cords in 1965, a gain of 47 pereent over the 35,755,000 
cords used in 1956. Comparable data for 1955, 1956, 1958, 1960, 
and 1965 are shown in table 11. 

Wastepaper consumption by 1965 is expected to total 11,600,000 
tons, a gain of 31 percent over the 8,861,000 tons used in 1956. Con- 
sumption of other fibrous material in 1965 is estimated at 1,700,000 
tons compared with 1,263,000 tons in. 1956, an increase of 34 percent. 
Wastepaper and other fibrous material requirements for United States 
paper and board production in 1955, 1956, 1958, 1960, and 1965 are 
summarized in table 11. 

With present trends in forestry, existing supplies of standing 
timber in the United States plus prospective growth appear adequate 
to supply increased demands for pulp and paper. 

Mr. Chairman, there is a summary of the report, somewhat loaded 
down, I fear, with a lot of statistics, but it was necessary to use these 
figures to deal with as broad a subject as woodpulp, paper, and board 
supply ~iemand, in order to give you a summary picture of the produc- 
tion estimate of demand and supply situation in the future. 

[ might add again that we did present this report to the advisory 
committees selected for the purpose of reviewing our work and getting 
suggestions and recommendations, as well as their opinions, about the 
projections and estimates, both, as producer groups and consumer 
groups. 

The views of the members of those advisory committees are set 
forth in the report. 1 did not go into them here in detail. I believe 
it might be said that the opinion of both producers and consumers 
was that this was a very well-done report and that the analysis seemed 
to be adequate and competent; but, of course, there are those who may 
hold somewhat different opinions, be they producers or consumers, 
but we do not know of any serious disagreement with either the 
method used or the judgment and assumptions made or, in general, 
with the conclusions, except, as I say, as a matter of opinion some 
might be high or low depending upon their own viewpoints in regard 
to it. 

Mr. Mack. Mr. McCoy, I wonder if you would care to introduce 


to the subcommittee some of the members of your staff whom you 
have here. 


Mr. McCoy. Yes. 

Mr. Mack. I know that your assistant, Mr. Neubrech, has worked 
very diligently on this for many many months. 

Mr. McCoy. Mr. Chairman, this is Mr. James M. Owens, deputy 
director, forest products division, and Mr. W. LeRoy Neubrech, 
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assistant director for pulp paper and paperboard, forest products 
division, who has had a major responsibility in the development of 
the report. 

This is Mr. Horace Hart, assistant director for printing and pub- 
lishing, forest products division; and behind me Mr. Wallace Peder- 
son, program executive for paper, forest products division. 

Those are the men primarily concerned with the development of 
this report. 

Mr. Mack. Well, now, your committees were the pulp, Paper, and 
Board Consumers "Supply- Demand Industry Advisory Committee 
and the Pulp, Paper, and Board Producers Supply-Demand Industry 
Advisory Committee. 

Mr. McCoy. Yes, sir. 

Mr. Mack. What I want to ask is—I am not particularly interested 
in the name of the individuals as I know they have been supplied here 
as part of the record; but I thought that the committees would be 
interested in knowing where the representatives came from. My 
understanding is that. they are from large producers and small pro- 
ducers; representing large and small producers and representing large 
and small consumers. 

Mr. Nevprecu. In your galley proof, toward the end of page 53 
QB is listed the men who are on the Consumers Industry Advisory 
Committee. 

Mr. McCoy. These are, Mr. Chairman, it will be observed in 
going down the list, from various types of businesses engaged i 
either production or consumption. 

The first men selected were from firms, large firms in the business; 
medium-sized firms; small-sized firms; geographic locations, selected 
on the basis of geographic locations, as well as to certain types of 
products, both as producers and consumers. 

You will notice they range from firms engaged in the manufacture 
of paperboard, to those that make the containers. 

Some are in the chemical business—consumers of pulp in one form 
or another. 

We endeavored to get as wide an area of production and consump- 
tion by size of firms; by type of businesses, as we possibly could, and 
all of these are representatives who were attending these meetings, 
are responsible people in their companies, and many of them are 
those whose job it is to do forecasting or market development and to 
deal with the future, for future inv estment of the companies, either in 
production or in consumption. 

Mr. Nevusrecnu. Mr. C narra, I gave you the wrong page num- 
ber there. I gave you page 25 QB. Those are the members: of the 
task committee, whereas on page 37 QB is a list of the full com- 
mittees of manufacturers and producers groups. 

On page 53 QB is the consumers committee. 

Mr. Mack. Now, may I ask about the task committee. They are 
the ones working closely with your committee in drawing the report. 

Mr. Nevusrecu. The task group reviewed the statistical correlation 
projections for the years ahead. Those details are not too well under- 
stood by the average person. You have to really be a trained econ- 
omist or statistician to fully comprehend the procedures and the 
techniques used. 

Mr. Mack. Well, the committee has had a continuing interest in 
this field, particularly with respect to newsprint. We have followed 
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it very closely ever since the end of World War II, because of the ex- 
panding industry, the increased rate of consumption; the higher 
educational level that has caused a demand for more newsprint, and 
the medium of adverstising which has increased as well. The Inter- 
state and Foreign Commerce Committee has full responsibility over 
this field and in the past has been very interested in seeing what can 
be done to improve the situation, and has followed all of the develop- 
ments very closely over the years. 

I cannot take full credit for this report which is being submitted, 
because it was requested by my predecessor, the ‘Honorable Arthur 
Klein, when he was chairman of the Subcommittee on Commerce and 
Finance. However, I believe that his suggestion and the requests he 
made in his letter of May 3, 1956, were very sound ones, because of 
our continuing interest, and I believe that the report far exceeds even 
his expectations. It is a very comprehensive report and will be a 
great contribution to our work here as well as the industry as a whole. 

I might ask you about this, Mr. McCoy. I notice that you stated 
that the consumption in 1965 would be 8,250,000 tons, and when Mr. 
Williams was before our committee a few weeks ago, he referred to a 
study by Dr. Boyce, of the American Newspaper Publishers Associa- 
tion, regarding the next 10 years, wherein Dr. Boyce gave his estimated 
consumption for 1965 as 8,600,000 tons. 

I am wondering if you could explain how you arrived at the differ- 
ence between the estimate that you made and the one made by Dr. 
Boyce. 

Mr. McCoy. I wonder if you would mind, Mr. Chairman, if Mr. 


Neubrech answered that question? He is the one that worked out 
the details on that. 


Mr. Mack. Mr. Neubrech. 

Mr. Neusrecu. Mr. Chairman, we understand the American 
Newspaper Publishers Association used their own statistics, and other 
statistical sources and materials, which in many recent years, let us 
say 1955 or 1956, has given them a figure of consumption of around 
100,000 to 200,000 tons greater than ours Therefore, using their 
own statistical source material and method of projec tion, we believe 
that their projection also come out around 100,000 or 200,000 tons 
higher for 1965. 

They used a different technique, namely a trend line projection. 
We used what is called the co-relation regression type of ate 
The net result, if you adjust them to comparable source statistics 
approximately the same. 

We used census figures almost exclusively wherever available. 

The result in 1965 between the two projections, if the same statisti- 
cal source were used, would only be around 2 percent difference and 
we would feel that anybody that projects 9 or 10 years ahead and is 
that close, in terms of 8 or 8% million tons, that is quite a close relation- 
ship. We would even think that the 2 projections tend to justify 
the accuracy of either one. 

That is discussed, by the way, in the report. 

We gave reference to the AN PA studies right in the report. 

Mr. Mack. Well, this difference in the statement of consumption 
leads to a different estimate of the availability of newsprint. 

I notice that you seem to feel that you will have an adequate supply 
of newsprint, and Mr. Williams and some of the other people who have 
been before our committee seem to differ with you on that point. 


1S 
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Mr. Nevusrecu. The mere fact that his statement is on a different 
source of data, or assuming that they are on the same source of data, 
and assuming that the demand would be actually three or four 
hundred thousand tons higher by 1965, our report would still indicate 
a possibility of an excess in world production capabilities over the 
estimated demands. 

Therefore, if our domestic demand should increase that much more 
than our report estimates we probably would still have a possible 
surplus at about a million tons available for consumers some place in 
the world. 

Mr. Mack. Is that in the next 3 years? 

Mr. Nevsrecu. That is in the next 3 years. 

Mr. McCoy has a chart here. 

Mr. McCoy. This chart, Mr. Chairman, shows the projected world 
potential to 1959 on this [indicating]. 

The world demand is indicated there. 

This difference in the projected potential in the demand is shown 
here. This is the projection of the North American production po- 
tential which goes to 10 million tons in 1959 as against North American 
demand of roughly a little less than 8 million tons. 

So, this indicates that by 1959, the projected demand against pro- 
jec ted production potential leaves a comfortable margin for “the world, 
and of course, considerable is shown here—over 2 million tons, in 
North America. 

This chart shows the newsprint data for the earlier years. That is 
shown by the crossing of the lines between potential supply and 
demand about 1955-56. 

Mr. Mack. About the Ist of January, 1957, you began getting 
your spread in there. 

Mr. McCoy. That is right. This is the consumption of newsprint 
in 1957 which is at about the 1956 level based upon current conditions. 

So that 1957 may not show the annual increase which has been 
prevalent, but, as our report would indicate, in 1958 we project the 
consumption demand to be about 7,030,000 tons. However, in 1959, 
we place it at 7,180,000 tons. 

Mr. Mack. Mr. Alger? 

Mr. Auger. Now, do I understand our United States production, 
which is not shown, would be as indicated there? 

Mr. McCoy. That is right. A comparable chart shows you the 
relationship of United States produc tion to meeting domestic demands. 
And you will see that domestic production is climbing upward from a 
low over Tae in 1950, of supplying about 165 percent to 1959, supply- 
ing almost < } percent or one-third of our consumption. 

Mr. MAtk k. You project a substantial increase each year? 

Mr. McCoy. That is right. 

Mr. Atcer. Mr. Chairman, are these charts in the record, too? 

Mr. Nevurrecnu. They are not in the record. 

Mr. McCoy. We made these for the purpose of showing the essen- 
tial points. 

Mr. Aucer. Could those be included, Mr. Chairman? 

Mr. McCoy. We could have these incorporated in the report if you 
would like. 

Mr. Mack. We will take that under advisement for the present 
time. I would like to permit them to be included in our report. 
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Mr. Aucer. I was thinking about the old Chinese proverb about a 
picture being worth 10,000 words, or something like that. 

Mr. Mack. Well, they have charts in great detail here, which it 
may be possible to have included. It is a technical problem that we 
have, and if it is possible to work it out I will have them included. 
Otherwise we will have the record made so that we can refer to the 
charts. 

Well now, Mr. McCoy, have you projected this to 1959? And you 
have this supply, as the chart indicated, in the next 3 years, but what 
will be the situation in 1965 as far as your supply and demand prob- 
lems are concerned? 

Mr. McCoy. Are you speaking about the United States? 

Mr. Mack. Yes, I think so. We are naturally most interested in 
the situation here. 

Mr. McCoy. For the vear 1965, we have estimated that United 
States newsprint production would be about 2,700,000 tons, roughly 
33 percent of demand. We have a chart in the report showing that 
trend through to 1965. 

Mr..Mack. I think it might be worthwhile to consider the entire 
world supply, because we consume over 50 percent of the world supply. 
Is that not correct? To give us a fair picture, I think we should 
probably consider the situation as far as the world supply is concerned. 

Mr. Neusrecu. Expansion of production facilities is taking place 
in many countries throughout the world. However, except in a few 
large mills in Scandinavia or England, I believe, most of the projects 
are comparatively small tonnage expansions. 

The chart which Mr. McCoy referred to, here, a minute ago, shows 
that the big expansion in the world is taking place in North America, 
in the United States and in Canada—a tremendous expansion pro- 
gram, to meet not alone Canadian consumption, which is increasing 
but still comparatively small, to meet United States demands, but 
also leaving available apparently a substantial tonnage for export 
to other world importing countries. 

Mr. McCoy. We did not have any figures on the estimated demand 
through 1960 and 1965 for the world. 

Are we not asking the Foreign Service to add at least 2 more vears, 
perhaps 1960 and 1961, to their reports to us on future estimates, 
both demand and production, in foreign countries for those 2 years? 

I am sure you realize, Mr. C hairman, that it is quite difficult to 
obtain forward estimates of this sort from foreign countries. We do a 
projection here on our own situation, based upon the methods that 
we have described. It is a little more difficult to do a statistical 
analysis of that sort for a foreign country, where frequently we have 
no data comparable to ours. And I think in many cases those abread 
in business hesitate to make any sort of a judgment that far ahead 
which we might think would be reliable. 

Mr. sr Do you expect an increase in domestic production 
after the year 1956 to compare with the increase in demand that you 
are evtaer in 1957, 1958, and 1959? Is that correct? 

Mr. Nevuprecn. Some 500,000 tons greater by 1959 than the de- 
mand is expected to go up. 

Mr. Chairman, may I explain that chart Mr. McCoy referred to? 
It is a little bit confusing. Since we only have a capacity survey 
projecting or estimating capacity through 1959, this line here of 
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expected production is on the basis of only increased production 
through speedups of mills and machines expected to be in production 
by 1959; not allowing for any possible new mills that could come in in 
that 5-year period (1960-65). 

In other words, if economic conditions changed still further, such as 
they have changed in the last few years, when new newsprint mills 
were built, particularly in the South, if therefore 1 or 2 or 3 more were 
built, then, of course, this domestic production line here could be much 
higher by 1965. 

Mr. Aterr. On page 4, you mentioned something that ties in with 
that, about decelerated expansion. What is the reason for your 
projection as to there being decelerated expansion? That is this, as 
I understand. 

Mr. Neusrecu. That would not be true in the case of newsprint, 
because these newsprint mills included in this projection on newsprint 
capacity are definitely under construction, underway. That estimate 
Mr. McCoy made was with reference to paper and board in general— 
the total expansion program of all grades, and the fact that in the 
trade press in the last 2 or 3 months some companies announced that 
they still were carrying through their expansion program but had 
decelerated building of new plant and equipment to a modest degree. 

In the report, we have a table that shows two types of capacity; 
namely, committed, which is either under construction or definitely 
going in, and another column in the table shows proposed capacity, 
which was proposed and expected to be built as of a few months ago. 
We believe that that proposed capacity is that which is being deceler- 
ated, and the figures we referred to did not include that in particular. 
There may be some instances where some committed capacity would 
be slowed up so as to come in in 1960 instead of 1959. 

Mr. Auger. Mr. Chairman, if I may ask one other question there. 

On the same thought, then, you are only reporting, as you said 
here, that since some pulp, paper, and board companies have an- 
nounced, you are only reporting what you have heard they have 
announced, rather than giving any significance to that? 

Mr. Neusprecu. That is correct. 

Mr. Auger. And as you have already said, it is entirely possible 
that new mills in the South and elsewhere will be added; is that correct? 

Mr. Nevusrecu. That is correct. 

Mr. Auger. Thank you, Mr. Chairman. 

Mr. Mack. I notice that you have 12 items in your summary, here, 
regarding pulp, paper, and board. I was wondering if you could 
summarize those to tell me what effect you think the demand for all 
uses may have on the availability of enough woodpulp for meeting 
newsprint requirements. That is on page 14. 

Mr. McCoy. I am not quite sure about your question, Mr. Chair- 
man. In the galley on page 14 is @ summary, and I have read or 
referred to most of those, I believe. 

Mr. Nevusrecu. Did your question, Mr. Chairman, have to do 
with the availability of pulp for newsprint? 

Mr. Mack. That is right. The effect of general consumption on 
the availability of newsprint. 

Mr. Nevsreca. It happens in the case of newsprint it is not eco- 
nomic to purchase woodpulp for newsprint, and ship it to a mill, for 
the production of newsprint, except in rare instances where small 
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quantities of the sulfite or bleached sulfate chemical pulp, which is 
mixed with ground woodpulp, is used. 

Some years ago, newsprint was made of about 80 percent ground 
wood and 20 percent sulfite or chemical pulp. Technological improve- 
ments have resulted, so that today I believe the percentage is about 
90 percent or better ground woodpulp and only 10 percent chemical 
pulp. Any important newsprint mill produces its ground woodpulp 
which is not economic to ship, and most mills produce also their own 
chemical pulp. 

In doirg so, they sometimes have some excess chemical pulp to sell 
to somebody else. 

Mr. McCoy. I believe, Mr. Chairman, you might be referring to 
perhaps historically the point that a few years ago, when we came 
before this committee of Congress to answer questions about the 
prospects of further expansion of newsprint production in the United 
States, necessarily at that time we had to have some reservations 
about the woodpulp and pulpwood supply. 

Technological developments have taken place in the last few years, 
especially the use of hardwoods, through various chemical and other 
processes. 

That has now reached a point where the availability of hardwoods 
opens up a whole new field of resources, which only a few years ago 
were not considered adaptable to newsprint production. 

Now, the Forest Service, which has looked into this on behalf of 
this committee as well as ourselves from time to time, as to the 
resources, both standing timber and new growth—I think they now 
feel that with the wider use of woods we have no real problem about 
forest resources for the expansion at least as projected here. 

Mr. Mack. Is there any longer an advantage to a newsprint plant 
to sell its sulfite pulp for rayon rather than use it for newsprint? 

Mr. Nevprecu. It is not likely that a newsprint mill—that the 
quality of chemical pulp that they would produce would be suitable 
for rayon or cellophane. That requires further refinement, with 
additional expansion of equipment. I think perhaps in World War II 
there was possibly one mill that did attempt to or did produce a small 
quantity for that purpose, but I know of none right now. 

Mr. Mack. That has been discontinued now? 

Mr. Neusrecu. Chemical pulp used in newsprint is a grade of 
chemical pulp that could be used for better grades of printing papers, 
book papers, magazine papers, and so forth. 

Mr. Mack. Mr. Moss, did you have any questions? 

Mr. Moss. I have just 1 or 2. Perhaps they are answered in your 
report. 

f am interested in the projected growth in demand for newsprint 
set forth on page 6 of your statement. 

Looking at table 6, I find a growth in demand, actual growth, 
between 1955 and 1956 of some 318,000 tons; between 1956 and 1957, 
a projection of 198,000 tons. Then do we from there on anticipate a 
decelerated demand, because the projection for 1958 is only an increase 
of 30,000 tons, and then we have 180,000 tons for 1959, or 150,000 
tons of projected growth, and 145,000 for 1960, between 1959 and 1960. 
Is that the pattern of growth, one of considerable increase in demand, 
and then one of diminished demand, accounting for the less than 
half a percent. 
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Mr. McCoy. Mr. Moss, there is a technical explanation for this 
figure, which I will ask Mr. Neubrech to explain. 

I brought this same point up when we put these estimates together. 
I would like for him to explain that. 

Mr. Nevusrecu. The trend in United States newsprint consump- 
tion during the past 10 to 20 years has averaged around 2% percent 
a year on the average. During this period, of course, there have 
been certain years when demand was much greater, in a particular 
year increased much more, and then there were certain years when 
demand increased none at all. I believe in the years 1951 and 1954, 
the data are in the back of the report, in a summary table, that con- 
sumption in 1951 and 1954 stood still, level, compared to the prior 
vear. 

Then, after it was standing level for a couple of years, it increased 
rapidly in the years 1955 and 1956. 

In making the estimate for 1957, we in effect made a forecast, or a 
guess, by saying that we thought 1957—we made this, by the way, 
in the beginning of the year, in order to compile these tables and get 
“ee. in this report—that 1957 consumption might again increase 
2% 3 percent over the 1956 figure. That gave us a figure of 
milion tons. 

For the years 1958, 1959, 1960, and 1965, we returned to our 
projection of the trend line. You see what I mean? That accounts 
for these figures. 

As Mr. McCoy pointed out, in the first 5 months of 1957, accord- 
ing to the ANPA, American Newspaper Publishers Association, 
statistics on consumption by newspapers, consumption was about 
one half of 1 percent less in 1957 than it was in 1958. Should that 
trend remain for the balance of the year, vou would thus have the 
year 1957 at close to 1956 or about 6,800,000 tons. Then, if that 
were true, vou might possibly expect that 1958 would increase again 
a little more rapidly and get back on the trend line. 

Vir. McCoy. Actually, we made a forecast for 1957, being a nearby 
vear, but went back to the trend line for the other years. 

oe Mioss. And that’ is covered in the report? 

. McCoy. Yes. And this is what you usually do in making 
eatin’ tions, to try to actually forecest nearby, the next year. But to 
take any estimates further than that you get back on whatever formula 
vou have for annual growth. 

Mr. Neuseccn. [f you actually read the year 1957 off our projec- 
tion line, it would have been about 6,900,000 tons. And, of course, 
if demand does go up the last few months of the year, that figure of 
6.9 million might be a good figure. 

Your guess is as good as anybody's on a current up and down fore- 
cast tvoe of figure. 

\ir. \Loss. But so far this year you are running about 1 percent 
less? 

Mr. Nevprecu. One half percent less. That is according to the 
‘NPA statistics. 

The census figures which we use in our own report, we have only for 
the first quarter of this year, and the census calculation is 1.6 percent 
lies me the first quarter of last year. 

*. Moss. 1.6? 

r. Neusprecu. Yes, using Bureau of the Census figures on pro- 
duction, imports, and exports. 
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Mr. Moss. Those are all the questions I had, Mr. Chairman. 

Mr. Avery. That term you use, “potential production,’ would be 
production more or less on a crash basis, on an around-the-clock 
schedule? Or would that be just normal schedule at a saturation 
point? 

Mr. McCoy. That is the normal production, which in this industry 
is on an around-the-clock basis. 

Mr. Avery. Is that right? 

Mr. McCoy. Yes. Paper mills are operated that way. 

Mr. Avery. I believe that Mr. Williams testified before this com- 
mittee that at the present price of newsprint the return to an investor 
would be something less than 4 percent if a new mill was to be in- 
stalled. Do you think that is a reasonable estimate on that? 

Mr. McCoy. I would not know, sir. I could not make any estimate 
on that. 

Mr. Avery. Well, | was quite surprised. This committee has been 
concerned now for 3 or 4 years with the shortage of newsprint, and 
usually when there is a shortage it vields a better return to producers 
than that. But vou did not explore that facet at all? 

Mr. McCoy. No, sir. We have not made any studies of the return 
on capital for the newsprint industry or the pulp and paper industry 
for that matter. So I would be unable to express an opinion as to 
whether that is correct or not. 

Mr. Avery. You have suggested that by inference in your report 
here, about the deceleration in the rate of expansion. That would 
suggest to me that the return was not as attractive as it was previously, 
or there would not be that slowdown. 

Mr. McCoy. That might be one factor. However, as I recall, one 
or two prominent men in the pulp and paper industry have said 
recently publicly that they thought the industry might be expanding 
a little more rapidly than the markets justified. That could have 
some effect also. But I believe we have had testimony before this 
committee before, in the past, that, when we reviewed through an 
industry advisory committee the current and prospective or at least 
likely producrs of newsprint regarding their plans and their atittude 
toward newsprint production, these representatives of the industry 
told us—this was 1951 or thereabouts—that the rate of return on 
newsprint, and considering problems of raw material supply, was less 
attractive than on other forms of paper and paper products, which 
at that time they had been producing. 

Mr. Avery. Well, I may have misquoted Mr. Williams. That 
may have been on pulpwood products or paper products overall 
that he made that analysis. 

I believe you responded to Mr. Mack’s question that you have no 
grave concern over the supply of timber. 

Mr. McCoy. No, sir. We do not at this time. 

I believe the problem, as indicated, is a different one than it was 
just a few short years ago, in regard to resources. 

Mr. Avery. Again, I believe Mr. Williams testified that one big 
factor was the discovery in relatively recent years that timber could 
be produced in the warm humid regions of the South to where it could 
be cut in approximately 15 years, whereas in the traditional areas of 
pulpwood production, Maine, Canada, and so on, it was more like 
50 vears where a tree could be grown to an appropriate size to process. 
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Mr. McCoy. That is correct. 

As I understand it, the methods of dealing with the growing, par- 
ticularly of pine, in the South, have greatly accelerated the growth 
rate and the crop to be expected from plantings and that sort of thing. 

Mr. Avery. And it has become one of the leading industries of the 
South. 

Mr. McCoy. It certainly has. 

Mr. Avery. I have always been interested. 

I am from the Middle West, and we have always been intensely 
interested in any research along the line of developing a market for 
farm commodities, especially your starch or your cereal products, into 
the manufacture of plastics. That interest has been sharpened just 
recently by the fact that duPont is bringing a cellophane plant into 
my immediate area. And the only satisfaction that I can get out of 
anybody up to this time is that cereal grains and other farm products 
or byproducts are most appropriate for making any of the plastics or 
for some newsprint production, except it is not economically feasible. 
We have the chemical know- how, the scientific know-how, but as long 
as there is an abundance of timber, it is more efficient and has a higher 
degree of yield than any other known source of raw materials. 

Is that more or less consistent with your findings? 

Mr. McCoy. I think it has been the situation in the past and 
probably still is that trees are our best source or one of our best and 
perhaps cheapest sources of raw material for those industries. 

One of the substitutes we had not worked on was wastepaper. 
But wastepaper becomes an economic problem as to the large scale 
collection of it, and when we got out of the war, after using so much 
wastepaper to supplement our pulp, which was of course of somewhat 
inferior quality, wood took over as the source of pulp again; although, 
as our report here indicates, we expect to use more wastepaper in total, 
because it is a source of fiber raw material for certain kinds of paper 
and paperboard. 

Mr. Avery. Can you give a brief layman’s explanation of what 
chemical pulp is, as compared to woodpulp? 

Mr. McCoy. I will let Mr. Neubrech answer that. 

Mr. Avery. I am not asking for a lesson in chemistry here, but I 
would be interested in a simple explanation, if there is such. 

Mr. Neuprecu. There are several grades of pulp. 

In the case of newsprint, as I said earlier, the principal grade that is 
used is called the ground-wood pulp, which is merely logs pressed 
against grindstones ‘and ground. 

Chemical pulp is usually referred to as, one, sulfite, and another one, 
sulfate, pulp. There the pulpwood logs or bolts are chipped into little 
chips about an inch long and put into gigantic digesters, which are in 
effect huge cookers, vats, and under steam and pressure and certaia 
chemicals they are cooked for periods of time, 2, 3, 4, or 5 hours, and 
the lignin, which is about 50 percent of the wood itself, that binds the 
cellulose fibers together, is loosened and is removed. And that is 
one of the big problems of the industry, to find a good use and market 
for lignin, which in most cases is either burned or thrown aw ay. 

The remaining 50 percent is your cellulose fiber, which is therefore 
referred to as “chemical pulp.” 

The dissolving pulp so frequently referred to by this committee is 
merely either bleached sulfite chemical pulp or bleached sulfate 
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chemical pulp that is further refined, further bleached, further 
screened, to get uniformity of fiber, separation of fibers, so that you get. 
a high purity, what they refer to as “high alpha content’’ which is sold 
to the rayon, acetate, and cellophane producers. 

That fiber then is actually dissolved into a substance of the nature of 
honey. You loosen the fibers and turn it into what you might call a 
liquid cellulose, which then is squeezed through very small orifices, 
and you get the filament, when it comes through into a chemical bath. 
It forms the filament of fiber, which becomes your rayon or acetate 
fiber. 

In the case of cellophane, it is squeezed through in sheet form and 
then solidified into cellophane. 

The process Mr. McCoy was referring to earlier as to hardwood is a 
new process, comparatively new, one a semichemical pulping process, 
and the other a chemi-ground -wood process. 

The chemi-ground-w ‘ood process is being used by the Great North- 
ern Paper Co., where you take the pulpwood logs and actually put the 
logs in your large cooker, cook them for 2 or 3 hours to soften the 
wood, to soften the hardwood. ‘Then logs can be ground against the 
grindstones with less power than is required to grind your normal 
spruce or pine. You still get a ground-wood pulp, but through a 
preliminary chemical process. 

Then there is a soda process, another chemical process, that has 
been dwindling in importance, used quite often to pulp sule species as 
aspen. 

By the way, in the Northern States and southern Canada, reference 
was made to the fact that it would take some 50 years to grow trees. 
And that is with reference to your spruce and balsam fir. That is 
true. But there are efforts being made to increase the production of 
hybrid poplars, hybrid aspens. 

Mr. Avery. Thank you very much. 

Mr. Aucer. Obviously a lot of study is required to grasp this, and I, 
for my part, want to commend you on a staggering job. 

You are endeavoring, as T get this, to present as objectively as 
possible, without drawing conclusions, in one sense; is that not 
correct? 

Mr. McCoy. That is correct. You project a demand or supply 
curve trend and use growth factors, growth of the economy, whatever 
other factors you want to introduce, ‘and you get a trend line. 

Or you could just simply guess at what you think it might be. 

This report is based on the best judgment that we could command, 
plus, as I say, advice from technicians in industry and in our own 
department as to the factors and how to set up a projection that might 
reasonably be expected to be somewhere near what the true situation 
would be. 

So we say again this is not a forecast. These are simply projections 
of economic growth in this field based on the data we have had in the 
past. 

Mr. Areer. But this material is necessary to make any forecast, 
any sensible fetes ‘ast—an objective study of this kind? 

Mr. McCoy. Absolutely. All business firms today which make 
forecasts with reference to what they plan to do, do it pretty much the 
same way. 

Mr. Auger. Would you say a study like this should be made in 
other of the manufacturing fields, since this is the first? 
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Mr. McCoy. I really think they should. Because it seems to me 
that one of the great concerns with our Government today is the 
trends in our economy: Whether we are going to have economic 
growth to absorb all of the population that will be coming along, and 
what direction the ec onomy is going to take. So it seems to me it 
would be necessary for national policy, to look ahead at the character 
of our economy 5 years and 10 vears from now, because certainly 
there are going to be changes made. We are having more and more 
of our people who must find employment, profitable employment, in 
other then manufacturing, other than agriculture. So these kinds of 
studies seem to me to be the sort of thing that the Congress would be 
much concerned with when it legislates on a national economic policy. 

Mr. Ataer. Would you tell me where to find the material you 
mention on page 7 under Exports, appearing in section II under 
Export Demand? I tried to find it, and could not quickly do so. 

Mr. McCoy. Was this on newsprint? 

Mr. Auger. No, foreign markets, historical paper and board in- 
cluding newsprint. 

Mr. Neuprecu. Page 73, I understand, in your galley. 

Mr. Aucer. I am going to look at that and will not take the time 
now. 

Have you any comments to make relative to exports? 

l ask you that with this preface: that since we are producing less 
than 30 percent or so of our total needs, why we export puzzles me. 
But I am just a newcomer to the field. 

Have you any conclusions to draw, of any kind that you would care 
to, on exports? 

Mr. McCoy. Well, I will make a general observation or two about 
that and ask Mr. Neubrech if he has anything specific. In a general 
way, producers in this country of many things build up export mar- 
kets, through long association with foreign consumers. And they do 
this in competition with other world producers of the same products. 
So that there is developed over the years a customer or a producer- 
buver relationship which goes on for a long time. 

Now, our exports go to Latin America, I think, primarily, and to the 
Philippines, largely ‘based on long-established business relations with 
the principal consumers, military, newspapers, and others. 

Mr. Neubrech may specific ally answer that as to what specific 
advantage, if any, United States producers of newsprint have in 
foreign markets, especially those to which we are not now shipping. 

Mr. Acer. And also the subject of why, if that is appropriate. 

Mr. Nevsrecu. Table 66 of the report shows exports from the 
United States from 1929 through 1956, and you will note that until 
until 1951, or 1952, exports of United States newsprint were very 
small, ranging from only around a few thousand tons to around 
40,000 tons. 

During the Korean crisis in 1951-52, there was an increase, be- 
cause of the shortage in world supplies of most grades of pulp and 
paper, including newsprint, and the International Materials Confer- 
ence arranged cooperatively with the United States and Canada so 
that we could help out to a small degree in meeting the needs of a few 
foreign countries, a few allies or friendly countries. Therefore exports 
went up in 1951-52. 

You had a rise again in 1954-55, and a downtrend in 1956. In 1954 
and 1955, there was a world shortage, with increased production in the 
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United States. Certain mills then increased their exports to not alone 
their established customers but to a few other countries. It has 
dropped down in 1956, and we expect will probably be less in the year 
1957 

Therefore, in our report we believe, because of various economic 
conditions regarding United States mills, namely, that the United 
States mills for the most part have long-term contracts with domestic 
customers, and only a very few contracts with foreign buyers, such as 
in the Philippines or Latin America, in the next several years exports 
may hold around 150,000 tons. In facet, they even may go down to 
somewhat less. It is hard to tell. 

Mr. McCoy. I believe the Congressman also had the question: 
Why should we export at all, if we have a shortage at this time of 
newsprint, at least as to adequate domestic capacity? Is not some of 
that due to actual speculative buying in the world market? At times 
1 think it is. But at other times, when all the domestic producers are 
taken care of under contract, and there happens to be some extra 
supply, obviously it is sold in the foreign market if you can do it. 

The question is: In time of shortage why should the United States 
export any newsprint at all, in view of domestic demand? It is some- 
times difficult to explain that. But it is also a fact that when markets 
are short domestically and internationally, people find ways of de- 
veloping business where there is a profit. 

Mr. Neusrecu. Even under those condition it is evident from the 
figures that the additional quantities that were exported were com- 
paratively small. In other words, there is not a large escape of 
domestic newsprint even under those conditions. 

Mr. Auger. Mr. Chairman, I will not take more time on that, 
although it is very interesting. 

Could you tell me whether the committee has gone into that 
thoroughly at times? I am sure they have. Why we export it and 
whether we should export more or less? 

The whole thing just intrigues me, because we are so far behind 
on our Own. 

Mr. Mack. The committee this year has had only two other 
hearings on newsprint, as I recall. And I am unable to supply the 
gentleman with the information concerning the detail of export. 
I recall very distinctly that it was discussed during our hearings of 
last year, and I do not recall that it has been gone into. 

Mr. Aucer. I will take that up then at a later time, Mr. Chairman. 

Mr. Moss. I have one more question, Mr. Chairman. 

Again, these questions may be answered by your report. But by 
just a very quick examination, it would indicate that we work with 
two sets of figures on the newsprint projections rather consistently, 
those of the ANPA and those of the Department of Commerce. 

I notice in table 6, you would appear there, in stating 1956 con- 
sumption, to have taken the ANPA figures. 

Mr. Nevprecn. In these figures in this particular report, and in 
our previous reports that we have made to the Congress, we have 
used exclusively Bureau of the Census figures except for the factor of 
inventory. We have used the industry association inventory change 
figure. 

Mr. Moss. You indicate that there is a difference in the two. I 
notice in the estimates for 1956, the estimates of ANPA show an 
86,000-ton difference; is that correct? 
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Mr. Nevusrecu. That would seem reasonable. Some years are 
almost identical. Certain other years they vary as much as almost 
200,000 tons difference. 

Mr. Moss. You indicate on 32 that the difference in the apparent 
consumption figures is brought about largely through the use of 
different sources of information. 

Has there been any reconciliation of the two sources to indicate 
which is the more accurate? 

Mr. Neusrecu. We have, at the suggestion of your committee, set 
up a little informal newsprint statistical committee and had one meet- 
ing several months ago, in which we invited the representatives of the 
Newsprint Service Bureau (the domestic manufacturers association of 
newsprint), the American Ramepeed Publishers Association and rep- 
resentatives of the Bureau of the Census to explore in considerable 
detail the reasons for the variation in these statistics. 

We agree completely that the trade associations should get out their 
statistical series which usually become available 2 or 3 weeks or so 
earlier than Bureau of the Census figures. Certainly the association 
figures show trends, up or down. It was indicated that the Newsprint 
Service Bureau production figures included not alone the production 
of standard newsprint, as defined by the Treasury for import purposes, 
but also other similar grades of ground wood printing papers normally 
used by magazines, which in times of shor tage are sometimes shipped 
to a newspaper. 

The American Newspaper Publishers Association, in their statistical 
reports, asked the newspapers to report newsprint consumed, plus 
other grades of paper that they may consume, however, exc Juding the 
rotogravure domestically produced and also excluding new sprint “that 
that they actually have in their paper if somebody else prints it as a 
weekly supplement. So you see you get considerably variations. 

They also use the Canadian Newsprint Association shipment figures 
to the United States. That, of course, should correspond to our import 
figure, because they have to clear customs, and if they try to export 
book paper into the United States as free of duty it would be held up. 

Mr. Moss. Do they coincide? 

Mr. Neusrecn. They do except for the factor of time element, 
either per month or per year, because in transit the railroad car leaves 
the mill, or a water shipment, and it may be a week, or a month in the 
case of water shipment, before that enters the United States. There- 
fore, the association has it as the previous month and we have it as 
the ensuing month. Or the same at the year-end, on an annual figure, 
you see. 

Mr. Moss. The only difference, then, is the difference in time and 
reporting? 

Mr. Nevusrecu. Time, and the nature of the statistics reported. 
We suggested, and we are doing it ourselves in our statistics, and I 
think you will find it in this report, to have foot notes in all our tables 
clearly indicating what the figures represent. We were hopeful that 
the associations “might see fit to likewise footnote their published 
statistics, clearly defining what the data represent. And therefore a 
person that read them could understand that there was that difference, 
and the reason therefor. 

Mr. Moss. But there is underway at the moment an effort to better 
reconcile the two sets of figures? 
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Mr. Nevusrecu. That is right. 

Mr. McCoy. I think, Mr. Moss, this is the problem we have in 
other industries also, where there is an endeavor to get Government 
and business or industry statistics to agree. Even though they all 
may be correct so far as they are collected, yet there are different 
nomenclatures and different products, and we do not always get 
similar figures. 

Mr. Moss. That is all, Mr. Chairman. 

Mr. Mack. Mr. McCoy, the American Newspaper Publishers Asso- 
ciation, I believe, suggested that newsprint rolls of less than 15-inch 
width be admitted duty free. I was wondering if the Department 
had an opinion on that matter. Have they taken any position? 

Mr. McCoy. Less than 15 inches? 

No, sir, Mr. Chairman. I could not express any opinion for the 
Department this morning on that subject. As a matter of fact, this 
is the first indication—I had not known about it. 

Mr. Mack. Thank you. 

I wanted to ask about the consumption in foreign countries. Has 
the percentage increase been about the same in other countries? 
Just generally the same in other countries as it has been in this 
country? 

Mr. McCoy. Mr. Pederson, who reviewed the foreign reports, can 

probably answer that. 

Mr. Peperson. I assume you are asking as far as newsprint is 
concerned? 

Mr. Mack. Yes; I am particularly interested in newsprint. 

Mr. Peperson. The consumption in the rest of the world has 
recently increased faster than it has in the United States. 

Mr. Mack. Percentagewise? 

Mr. Peprrson. Percentagewise. And we figure that by 1959 they 
will be consuming tonnagewise almost the same amount as the United 
states. 

Mr. Mack. That is the total of the rest of the world, including 
Great Britain? 

Mr. Pepgerson. That is right. 

Now, the major consuming areas outside of North America, as you 
know, are Great Britain and Western Europe, and in Asia Japan. 
In northern Europe, they are prinarily exporting countries, and their 
expansions in demand are going to be less than their expansions in 
capacity, and they will have additional supplies, somewhere around 
400,000 tons, available to the world market. 

In Great Britain, the demand has reached over a million tons last 
year, in 1956, for the first time since prewar. That is expected to 
increase gradually to somewhere around 1,300,000 tons by 1959. 
They were under control up until December of last year in Great 
Britain, through rationing control of the number of pages. Since 
December of last year, they have been on a voluntary rationing of the 
supply of newsprint through a newsprint supply company made up 
of a group of publishers. . 

Consumption so far this year has been somewhat below what the 
previous estimates were for the year 1957, and at some future time 
we believe that there will be a surge in demand in the United Kingdom 
for newsprint, but so far it has not developed since the World War. 
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The overall world demand and consumption is increasing consid- 
erably, but it is not going to jump as fast as some people have expected. 

One of the problems is exchange problems and the political situation. 
Percentagewise, the rest of the world—the individual countries, some 
of them, are going up quite fast, but it does not add signific antly to 
the world total. 

In Latin America, there is a new mill coming in in Mexico and 
another mill coming in in Chile, but they will still require additional 
supplies of newsprint. 

In Africa, there is talk of possible new mills, but so far there is 
nothing significant coming forward, and they will continue to be an 
importer of newsprint. 

in Asia, over 60 percent of all of the newsprint is consumed in 
Japan, and Japan expects to be self-sufficient. Outside of Scandi- 
navia, and North America, in my mind, the significant area of pro- 
duction has been in New Zealand, where they have built a mill that 
went into production in 1955, and they are going to be able to produce 
not only their own needs but much of that which will be required by 
Australia, a large share of Australian needs. And this large New 
Zealand mill might possibly have further expansion. 

In the rest of the world there are small mills being built, 15,000 or 
20,000 tons, and some even smaller than that. 

Even with supplies as we picture here increasing, some of these 
smaller countries might decide to go ahead and build their own news- 
print plants so that. they will be self-sufficient, not only because of 
newsprint but because of exchange problems. 

Mr. Moss. The consumption, then is increasing in the foreign field 
to a greater extent than it is here, percentagewise? 

Mr. Peprerson. That is correct. 

Mr. Mack. But it is not a ot AT portion. 

Mr. Peperson. Well, by 1959 it will be about equal to our estimate 
of United States demand. 

Mr. Mack. What I had reference to in particular was many of the 
areas in which the educational standards are being increased. And 
I would expect that some of those over a period of years would show 
a substantial increase in consumption. 

Mr. Peperson. There is that large potential demand awaiting ful- 
fillment. But it takes time for the country to become industrialized, 
and advertising is the major revenue in newspapers, and that is backed 
up by industrial production. Until they have the industrial produc- 
tion, newsprint awaits that industrial production growth. 

Mr. Neusrecu. Mr. Chairman, knowing of your particular interest 
in newsprint, chapter 8 is a rather lengthy section of this report, and 
is well documented, we believe, country by country, area by area, in 
terms of new facilities and also the demand trends. 

Mr. Mack. Now, in your report you did not take into account or 
give any study to the raw materials, the supply of raw materials? 

Mr. McCoy. Not specifically in this country or abroad. 

Mr. Peprerson. On world newsprint, we asked the various foreign- 
service posts to report any developments in new products or new 
materials that could be utilized in the production of newsprint. And 
some of the countries are using bamboo; for instance, in India and 
Pakistan. But practically all others are using pulpwood. 
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There are continuing experiments in all other fibers, but it settles 
back as of now to primarily pulpwood. 

Mr. Mack. So that there is no immediate problem that in a period 
of 25 or 50 years, unless we have a substitute, we might have a very 
critical problem as far as raw materials are concerned. Is there any- 
one who disagrees with me on that? 

Mr. McCoy. I cannot answer that specifically. 

Mr. Neusrecu. The Forest Service, in the report which we excerpt 
from them in here, refers, I believe, to as far ahead as the year 2000 
and indicates that with intensified forestry practices and because of 
the economic situation of the pulp and paper industry, including 
newsprint, in being able to utilize not alone regular species of timber 
but hardwood, second growth timber, cull trees, and the growing 
trend toward using wood wastes from other wood-using industries— 
that the situation looks favorable for the newsprint industry in the 
United States. 

Then, of course, throughout the world, we know that in the tropical 
countries there are vast stands of timber, mostly hardwoods, and the 
new techniques in pulping make possible using some of those species 
for newsprint also. 

Mr. Mack. So according to the information included in your 
report, there would be no problem until at least the year 2000. 

Thank you very much. 

This report seems to be very comprehensive, and I am sure very 
worthwhile to the committee, especially since it is a survey of pulp 
and paper and board. 

And now that this report has been made, will the Department under- 
take to keep the subcommittee informed periodically of developments, 
changes, and contributory factors influencing them, so that we will 
have this report current at future dates, and the committee could have 
additional information as it comes in? 

Mr. McCoy. Mr. Chairman, we will be glad to endeavor to do that. 

Mr. Mack. Thank you very much, Mr. McCoy. 

As you know, the Committee on Interstate and Foreign Commerce 
has a continuing interest in this field, and especially with respect to 
newsprint. 

I want to commend you again, you and your associates, on the very 
fine job that you have done on this report. 

Mr. McCoy. Thank you very much, Mr. Chairman. 

Mr. Macx. And thank you for appearing before the committee 
this morning. 

(Whereupon, at 11:59 a. m., the hearing was adjourned, subject to 
the call of the Chair.) 
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